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Ground Plan For 


New Textbook on Political Economy 


by JOSEPH STALIN 


\ New textbook on __ political 
‘conomy is proposed. 1 consider it 
ecessary to make the following re- 
marks on this project: 


On Economic Laws: Certain 
omrades consider that the special 
position of the Soviet state and its 
leaders allows them to “repeal” 
the objective laws of economics. 
These comrades are deeply mis- 
taken. They say that the law of 
value is “reformed” under social- 
sm and under the planned economy. 
Phis is also incorrect. 

One can limit the sphere of action 
f certain laws, and one can prevent 
their ruinous action if need be. But 
Where there are commodities and 
production there cannot he!p but be 
a law of value. The misfortune is 
not that the law of value has an 
effect on produciion——the misfortune 
is that our economic executives and 
planners are poorly acquainted with 
the action of that law. This is the 
explanation of the confusion which 
still reigns in the Soviet Union on 
the question of price policy. 


On the Second World War: This 


war was born out of the crisis of the 
capitalist system —-the disintegration 


From Statement of Policy on Soviet Economy and Worl 


Bolshevik, Moscow, 


of a united, all-embracing world 
market. Each of the two capitalist 
coalitions. which buried their claws 
in each other during the’ war. 
counted on breaking the enemy and 
obtaining world domination. The 
U.S.A. counted on putting out of 
action its most dangerous competi- 
tors, Germany and Japan. But the 
war did not justify these hopes. 

For although Japan and Germany 
were conquered, there then fell 
away from the capitalist system the 
People’s Democracies and China 
These last. with the Soviet Union. 
are mutually co-operating. And co- 
Operating so successfully that the 
economic importance of the chief 
capitalist countries, far from ex- 
panding. can only contract. 

The result will be shrinking mar- 
kets for them, heavier unemploy- 
ment, and deepening crisis. So the 
theses of myself and Lenin that (a) 
markets will be stab’e under condi- 
tions of capitalist crisis, and (b) that 
capitalism is growing immeasurably 
more rap:dly than formerly, must be 
considered to have lost their validity. 


On the Next War: Certain com- 
rades aiirm that with the develop- 
ment of new international conditions 


ld Affairs, 


October 3, 1952 








simee 


countries have ceased to be inevit- 


1945. wars among capitalist 


able. They consider that the con- 
tradictions between the socialist 
camp and the capitalist camp are 
stronger than those between capital- 
ist countries. These comrades are 
mistaken, 

Outwardiy, everything appears 
satisfactory in the capitalist camp: 
America has put Western Europe 
and Japan * on the ration strength ” 
But both England and France must 
ultimately tear themselves away 
from the embraces of the U.S.A. 
and enter into a conflict in order to 
secure independence and, of 
course, higher profits. 

The conquered countries of Ger- 
many and Japan are squeezing out 
a pitiful existence under the Ameri- 
can heel. All their existence is 
shackled by the occupation. To 
think that these countries, too, will 
not try again to rise to their feet 1s 
to believe in miracles. In any case, 
a war with the U.S.S.R. is more 
dangerous for the capitalist count- 
ries than a war between themselves. 


For the war with the U.S.S.R. 
wou:d place capitalism itself in 
jeopardy. 


What is Capitalism?: The basic 
economic law of capitalism is a law 
which determines, not any one single 
process of the development of capi- 
talist production, but all chief 
aspects and all chief processes of this 
development. The law of value is not 
this law: the law of value applies 
only to commodity production. The 
law of competition is not this law: 
neither is the law of unequal devel- 
opment. They say that the law of 
the average norm of profit ts the 
basic economic law of contemporary 
capitalism: this is untrue. Contem- 
porary capitalism, contemporary 
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monopoly, ts not satisfied with no: 
mal profits. 

In order to fill the gap it is nec« 
sary to render concrete the law o! 
surplus value, to bring it into rela 
tion with the fact that monopo! 
capitalism demands not just a! 
profit, but maximum profits. Th 
will be the basic economic law 
* Assurance of maximum profits | 
means of exploitation, ruination a: 
impoverishment of a majority of th 
population of a given country 
exploitation by means of ens!ay: 
ment and systematic plundering « 
the peoples of other countries, es 
pecially backward countries. Final! 
by means of wars and militarisatio: 
of the economy, to secure the high 
est profits.” 


(Note: The “law of competition” 
and “law of unequal development” 
are both, it is suggested, aspects of 
the “law of supply and demand” in 
a perfect market, according 
English terminology.) 


And What is Socialism?: The 
basic economic law of socialism is 
as follows: “Assurance of the maxi- 
mum satisfaction of the constants 
growing material and cultural re- 
quirements of all society. In place 
of development of production in- 
terrupted by booms and slumps. an 
uninterrupted growth of production 
Instead of periodic interruptions 
from changes of technique which 
ruin the productive forces, untnter- 
rupted perfection of production on 
the basis of the highest technique 


” 


The Future of Socialism: Xt is not 
sufficient to say, as Comrade Yaro- 
shenko does, that it is sufficient to 
obtain a rational organisation of 


productive forces in order to receive 
a surplus of products, and then pass 
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NEW TEXTPROOK ON 





“ The Soviet Union needs a 
textbook of 500 to 600 pages 
no more. It will be a fine gift 
for young Communists of all 
countries; it could also. give 
great benefit to the  not-so- 
young veteran Communists of 
these countries. There shall be 
allowed one year for its pre- 
paration under a small editorial 
onunttee. 








ver to communism proper to pass 
ver from the formula “* to everyone 
ccording to his labour” to the 
rmula “to everyone according to 
his need”. Comrade Yaroshenko 
not understand that it is im- 
possible to get either an abundance 
f products while leaving on one 
sde the questions of collective 
farm-grouping, private property and 
the circulation of commodities 
through the open market. and so on. 

Before each will receive accord- 
ng to his need, it is necessary to go 
through a series of stages of econo- 


LOes 


mic and cultural education of 
society, which involve: 
1. Not a mythical “rational” 


rganisation of production, but an 
neessant growth of all social pro- 
duction, with primary growth of the 
means of production. Without 
growth of the means of production. 
t is in general impossible to realise 
expanded production. 2. By means 
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of benefiting the collective farms and 
the centralised markets, to bring all 
production under central authority 
in the interests of society. 

It is a mistake to affirm that there 
are no conflicts under socialism be- 
tween productive relations and pro- 
ductive forces. These do exist, and 
will continue to exist; and = so 
collective-farm private property and 
open markets for goods have to be 
used. These are being used at the 
present time quite successfully for 
the development of a socialist 
economy, but it would be unforgiv- 
able blindness not to see that these 
phenomena are already beginning to 
put a brake on the development of 
our productive forces. 


Work and the Working Day: \t 1s 
necessary to secure such cultural 
development as will provide all 
members of society with education 
sufficient to become active figures in 
social development, in order that 
they may be able to select freely a 
profession, and not be shackled for 
their whole life by the force of the 
existing division of labour to any 
one profession. 

To this end it is necessary first 
of all to reduce the working day at 
least to six and then to five hours. 
Housing conditions and real wages 
must be raised—the latter by rais- 
ing money wages and lowering of 
prices of goods in mass consump- 
tion. 
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The Economic Research Council 


on December 3. 1952. at 55 Park 


Wednesday, November 5, at 8 


“The Organisation and Finance of Industry 
o'clock: 


Wednesday. December 3. at 8 
subject to be announced. 


Lane, London. W.1 
been made for the following speakers: 


will meet on November §. 1952 


. and 
Arrangements have 


Mr. Austen Albu. M.P.. on 
Today and Tomorrow.” 
Professor S. H. Frankel. 


o'clock: 


the 


Non-members who wish to be present are welcome if they notify their 


intention to the Secretary 


Economic 


Research Council, 18 South Street, 


london. W.1, telephone GROsvenor 4581. 











MICHAEL HOFFMAN COMMENTS: 





Answer to 


Ir Premier Stalin wants to keep an 
eve on how his revamped theory of 
capitalist: d-s-ntegration is working 
out, he cou:d do worse than keep 
his files up-to-date on what ts going 
on in Geneva. What keeps the non- 
Communist world from breaking up 
into a mélée of national economic 
giants tearing at one another's 
throats is not just the laws of nature 
or even a common dislike of Stalin’s 
brand of international economic 
ordination. 

It is the ex'stence of a carefully 


‘O- 


built but still new and rather 
fragile structure of  internattonal 
commercial policy rules, founded 


on principles reaching deep into the 
main fabric of Western civilization, 
to which the major non-Communist 
nations of the world adhere. 

They adhere, that is, more or less 
They do not all obey all the rules. 
but al of them obey some of the 
rules. So far those that do not obey 
the ru’es have not in general kicked 
over the traces completely by with- 
drawing their support from the 
system of which those rules are the 
principal practical express:on. 


{pex of West Trade System 


In Geneva, the General Agree- 
ment on Tariffs and Trade stands 


at the apex of the Western wor!d’s 
trading system: it is this body and 


its trials and tribulations that, bet- 


ter than any other, test Premier 
Stalin’s new theory. 
As Premier Stalin obviously 


knows, in every Western country 


From New 


Stalin — GATT 


there are strong movements 
favour of that country’s. breaki 
away from the system set up by th 
general trade agreement and t 
other international agreements tha 
form the complex structure of W> 
tern international co-operation 

It is by no means certa.n tha 
forces will not from time t 
time Win in one or another country 
For tnstance. they have long beer 
dominant in Argentina, which neve! 
even joined the system. They cou 
become dominant in other countrie 
without necessarily making Premie! 
Stalin’s dream come true. 

It is, however, the profound con 
viction of the men who built thi: 
system, and who know the history 


these 


of international economic. rivalry 
during the century or so_ before 
there was a mighty Communist 


power threatening the civilization of 
the West, that if such countries 2. 
the United States, Britain, France 
Germany and Japan or India should 
not keep more or less on the same 
track, more or less following the 
same broad rules of conduct in ther 
dealings with each other, Premier 
Stalin’s prediction might well come 
true. No one of these countries can 
force the others to conform to its 
own ideas of how things should be 
run. No one of these countries can 
prosper unless the others do. 

If some day the contracting par- 
tres find they can no longer usefully 
pretend that their governments are 
determined to ho'd together on a 
common line of policy, as embodied 


York Times, October 7, 1952 
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ANSWER TO 


, the general trade agreement or in 
ther international agreements, if 
‘conomic nationalism proves too 
trong for the delicate new fabric of 
nternational commercial policy law, 
then Premier Stalin may write an- 
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other article for Bolshevik. 

The feeling here is that in that 
case he would not have to propound 
a theory of the disintegration of 
the “capitalist world”. He could 
just cite the facts. 


Dollar-Earning Incentive Schemes 


EXPORTERS to dollar areas are being 
granted an incentive which is new 
to the post-war world-—the right to 
spend at least part of the dollars 
they earn. 


Japan lets exporters keep from 
5 to 15 per cent of proceeds to im- 
port “ goods which contribute to the 
promotion of exports or rehabilita- 
tion or stabilisation of the economy.” 
Denmark lets them use 10 per cent 
to import European’ goods. still 


under quantitative controls —-auto- 
mobiles mostly. Greece allows ex- 
porters special importing licences 


for non-essential or luxury goods; 
these licences are transferable and 
‘command premiums of up to 175 
per cent. France, Italy, Norway, 
Austria, Sweden, Holland, W. Ger- 
many and Finland have introduced 
similar schemes. Germany allows 
the exporters 40 per cent, but limits 
purchases to certain items regarded 
as being important to the economy 
as a Whole. 


The Norwegian scheme restricts 
the incentive to the granting of 
licences for machinery and equip- 
ment: the dollars earned have still 


to be turned over to the State Bank 
at the official rate. 


4 South African scheme to grant 
exporters additional licences to im- 
port depends on the composition of 
the exports. If the exports contain 
soft currency raw materials and are 
exported to soft currency areas, the 
exporter receives licences for 100 
per cent of the raw material content: 
if they contain soft or hard currency 
materials and are exported to hard 
currency areas, he gets 100 per cent 
also. But if they contain hard cur- 
rency materials and are sold to soft 
currency areas, the percentage he 
gets cannot be more than 25 per 
cent. 


Officia!s of the International 
Monetary Fund, at their meeting in 
New Mexico in early September, ex- 
pressed themselves as “ disturbed ” 
by these practices, since although 
they are a means of expanding ex- 
ports, their users run the risk of 
‘jeopardising exchange rates, intro- 
ducing e’ements of competitive de- 
preciation and monetary instability, 
and depriving other countries of 
the:r hard currency earnings.” 


From Danish Letters, Copenhagen, To Vima, Athens, Journal of Commerce, New 


York, Neue Zuericher Zeitung, and Informations Commerciales Be 


lees, Brussels 
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PORTRAIT OF AN ECONOMY 





Britain’s 


National 





Accounts 


The Central Statistical Office has brought the national book-keeping up t 


date in their latest booklet on 


1946251" 


“ National Income and Expenditu 
here is a summary of how the nation’s debits and credits a 


put together, and excerpts from the nation’s operating accounts 


National Income 


TH national income measures the 
value of goods and services becom- 
ing available to the nation for con- 
sumption or adding to wealth. All 
the incomes of U.K. residents (in- 
cluding companies and the U.K. 
Government) which are from current 
economic activity are totalled-—only 
the * productive incomes ”, because 
incomes such as old-age pensions, 
national insurance benefits and 
family allowances are not a reward 
for current services. These “trans- 
fer incomes “, together with interest 
pa.d on the Nat:ona! Debt, are ex- 


But wages and salaries, rents and 
profits arising from production and 
trade are all included. as are the 
wages and salaries of Government 
employees, including the pay of the 
Armed Forces 

The great bulk of the incomes 
arises from production in the U.K., 
bul some arises abroad; in order to 
arrive at a net figure, the total has 
to be adjusted by subtracting income 
paid abroad, and adding income re- 
ceived from abroad. 


National Expenditure 


The national income may also be 
regarded as being “generated by 
certain expenditures on goods and 
But a most inflated figure 
would be obtained by adding up all 
the expenditures in the country. 


services, 


Many commodities are bought by 
business enterprises and used in pro- 
duction; these cannot be counted in 
addition to the value of the product 
to which they have contributed 
Only prices of “ final products ” are 


therefore counted. 


The most important form of final! 
expenditure is on consumption 
goods: but there is also Government 
expenditure on goods and services 
used by it in providing services for 
Which no charge is made. This in- 
cludes the work done by employees 
of public authorities. Another form 
of final expenditure ts capital forma- 
tion, te, the acquisition of new 
capital assets like factories, ships. 
houses, or additions to stocks and 
work-in-progress. 


Net National Income 


Part of the value of the goods and 
services soid in the U.K. is derived 
ultimately from imported goods and 
services. To this extent the final 


expenditure in the U.K. generates 
income abroad. Current imports 


must therefore be subtracted: con- 
versely, since exports generate in- 
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BRITAIN’'S NATIONAL ACCOUNTS 


mes inside the country, they must 
be added. Net income from abroad 
s also added, giving the net domes- 
tic product. 

But a further complication arises 
from the existence of indirect taxes 
ind subsidies. So far goods and 
ervices have been valued at market 
prices: in order to arrive at the net 
‘production”™” value of articles 
which, like tobacco, are taxed, and 
some foods, which are subsidised, 
the taxes must be subtracted and the 
subsidies added—the result being 
ational income at factor cost. 

It is also fundamental to the con- 
‘pt. of national income that it 
measures What is available to the 
ation for consumption or adding 
to wealth—-after maintaining capital 
intact. This means ‘that in reckon- 
ing the national income by which- 
ever of the two methods described 
tbove. an allowance must be made 
for current fixed-capital deprecia- 
tion. Further, it is the real capital 


/Q 


oo 


of the nation which must be main- 
tained, which calculating 
depreciation at replacement cost, 
and not historical cost 


+ ! 
entauts 


Unfortunately, this is a difficult 
calculation, the “depreciation” in 
the official figures is that granted for 
tax purposes only. The procedure 
therefore 1s to abandon the idea of 
replacement depreciation, and in- 
stead add hack the depreciation 
allowances to the total of incomes 
This will give the gross national in- 
come product, excluding any kind 
of capital maintenance. 

This procedure is justified by the 
fact that there is good reason to be- 
lieve that the “true” net national 
income, although smaller than the 


gross national product. generally 
follows its year-to-year movements 
fairly closely. The gross national 


product is therefore an indicator of 
the movements of national income. 


although it is not a measure of its 
magnitude. 





U.K. FINAL EXPENDITURE AT 1950 PRICES 


1. Personal consumption 


2. Public Authorities’ current ex- 
penditure 
3. Gross domestic capital forma- 
tion: 
(a) Fixed capital 
(b) Increase in stocks and w.i.p. 
4. Exports 


5S. Less Imports 


Gross domestic product 


(€ Million) 


1948 1949 1950 195] 
7.465 7.615 7.772 7.685 
1.920 2.050 2.013 7165 
1.505 1.595 1.624 1.580 
170 40 165 315 
2.080 2.295 2.645 2.755 
2.6158 2,785 2.792 3.900 
10.525 10,810 11.097 11,300 


Note: The minus sign in 1950 for “Increase in stocks and work in progress” 
indicates that over the year these decreased. 














HOW THE GROSS NATIONAI 
PRODUCT WAS SHARED 


million 
Wages and Salaries Liao Os 
Armed Forces pas 376 2.6 
Employers’ insurance con- 
tributions 205 t 7 
Prefessional earnings 208 1.7 
Farm Income 295 ?.4 
Sole Traders’ and Partners” 
profits 885 TZ 
Company profits BIS? 63 
Public enterprises’ protits 207 ct 
Rents 416 3.4 
Net income from abroad Z15 1.8 
Less Stock appreciation 1.100 9.0 
Depreciation 870 Fall 
G.N.P. 12.254 100.0 
Production: G.N.P. by Industry of 
Origin in 1931 
tmn 
Agriculture. forestry 
fishing 688 5.6 
Mining and quarrying 453 a3 
Building 795 6.5 
Manufacturing S320 43.4 
Gas, electricity. water 269 Dae 
[ransport. communications 1.090 oi) 
Distributive trades 1.663 13.6 
Other services [211 9.9 
Public admin., defence 865 7.0 
Health. education 39H ee 
Ownership of dwellings 238 1.9 


Domestic services 92 0 
Services to non-profit 
bodies 58 0.5 


Less stock appreciation 1.100 9.0) 
Net income from abroad £15 1.8 
Gross national product 

at factor cost 12,254 


Notes: The difference between 
Market Price and Factor Cost is 
either a net indirect tax or a net 
subsidy. For example, food cost 
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Trends: Wages and salaries have grow 
trom a total of £4,925 million in 194 
and from a percentage of G.N.P. of Sé 
per cent. Wages and salaries passed t! 
60 per cent mark in 1948. 

Pay and allowances of the Arme 
Forces have halved since 1946. 

Professional carnings are holding the 
relative place; farm incomes are rising 
they were 2.25 per cent of the 194 
G.N.P. Profits of sole traders and part 
nerships have dropped from about 9 px 
cent of G.N.P.; company profits hav 
risen trom 13.3 per cent—-the two t 
gether are more than maintaining the 
positon 

Public enterprise profits and surpluse 
have varied, rising generally since 194¢ 
with a tendency to level off in 1950 and 
1951 at the 1.8 per cent mark. 

Rents have declined absolutely, 
current prices, since 1946. Rents in 194¢ 
totalled £434 million, and were 5 pe 
cent of G.N.P. Stock appreciation wa 
grossly inflated in 1951 The deprecia 
tion figure is of tax allowances only. 


Consumption: Personal expenditure in 


1951 
tmn. imn 
Market Factor 
Price Cost 
Food 2,867 0 
Alcoholics 788 408 
Tobacco 801 178 
Rent. rates 701 S34 
Fuel, light 414 414 
Household durables 616 SOS 
Other household 125 110 
Clothing 1.046 974 
Books, papers 150 150 
Motoring, travel S89 S06 
Post. phones. grams 68 6¢ 
Enteriainments 181 136 
Domestic services 83 3 
Other goods, services Loot 1.201 
Forces income in kind 44 47 
Less spending by foreign 

tourists 73 73 

9,737 

Tourism abroad 143 
9 880 8.321 


consumers £2,867 million: but cost 
of production was £3,177, therefore 
net subsidies were £310 million. 


Tobacco and alcohol show net taxes. 
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a total of £1,006 million. 


f course 
Household durables are taxed, as 
ire clothing, motoring and enterta:n- 
nents. 
[he item Other Goods and Ser- 
vices includes education fees, medi- 


al fees, interior decorations to 
ouses, repairs to durables, legal 
fees, bank charges, net betting losses, 
stationery, jewellery, toys, pets, 
flowers and seeds, etc.. etc. 

The total of the Factor Cost 
olumn is made after an adjustment 


[HE ECONOMIST COMMENTS 











Thriftless 


ONE salient fact in the Government's 
report on the national income is 
vorth picking out and exposing in 
ill its nakedness. This is the fact 
that Britain is now making hardly 
iny provision for its own future. 

It is true that physical capital 
s still being created—-houses and 
factories are being built, new plant 

being installed. But this new 
apital is not being provided out of 
the nation’s earnings. 

Crude figures of savings need to 
have the element of pure price infla- 
tion removed from them before they 
measure real national savings. With 
this correction made, the fact em- 
erges that companies and _ private 
ndividuals saved nothing at all in 
1951, in fact less than nothing. A 
positive figure can be put upon the 
national savings only because the 
central and local governments had 
a combined surplus—forced saving. 
The net total of public and private 
Saving was no more than £261 
million. 


for indirect taxes which are unallo- 
cated between the various kinds of 
expenditure: licences for commer- 
cial vehicles, for instance. 


The net result of the table is that 
for goods produced at a cost of 
£8,321 million, consumers paid a 
total of £9.880, or a net overall tax 
on consumption of £1,559 million, 
which is equal to 12.7 per cent of 
the gross national product at factor 
prices. 


Britain 


Houses on Sand 

The average net savings of the 
last six years were no more than 
£463 million, which is fantastically 
too small. One comparison ts 
enough to establish this: if the 
Government succeeds in building 
300,000 houses a year, and if the 
average cost can be kept down to 
£1,500, the housing programme 
alone will cost £450 million a year. 

Another way of showing the 
inadequacy of this level of savings 
is to set it alongside the actual ex- 
penditure on capital investment in 
1951-—£1,379 million. in addition to 
£870 million paid for out of depre- 
ciation allowances. The savings of 
the country covered less than one- 
fifth of this expenditure. 


Where Capital Came From 

If it was not met out of savings, 
how was it financed? The answer 
is alarming. A very large slice, £542 
m'lion. was found by liquidating 
overseas assets (the go'd and dollar 


From The Economist, London, September 13, 1952 








ECONOMIC 


going imto debt to 


Most of the rest. 


reserves) or by 
other countries. 


£537 million, was financed out of 
additions to tax reserves, which 
means that companies and indivi- 


duals were using for capital pur- 
poses the money which they ought 
to have been setting aside to pay the 
heavier taxes accruing on their 195] 
earnings but not yet payable. 

These reserves are not savings; if 
used to finance capital spending, 
they are being borrowed from. the 
future and will sooner or later have 
to be repaid. From the national 
point of view, they can be regarded 
as being real savings only if it can 
be assumed that each year’s revenue 
collection will always exceed the 
previous year’s. There is also an 
adjustment to be made in that the 
depreciation allowances granted by 
the tax authority are not nearly large 
enough to keep existing capital in- 
tact 


The miracle is that this sort of 
National Assistance 
The British National Assistance B 
2,370,000 applicants to meet their 
DurRiING the calendar year 195] 
the total net expenditure — of 
the Board amounted to about 


{96 888,000 [his expenditure in- 
cluded £67.910,000 in payments of 
national assistance grants — and 
{23,760,000 in respect) of non- 
contrbutory — old pensions, 
£300,000) for the 
reception and 


CeNURS, £ 320.000 


age 
maintenance of 
re-establishment 
representing the 
net cost of maintaining Polish 
and £4,565,000 as adminis- 
(rauive expenses 

The number of applications for 
Which were dealt) with 


hostels, 


assistance 


From Report of the National 
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DIGESI 


profligacy has gone on as long a 
it has. It is a testimony to the gre: 
internal reserves built up by the 
thrift of the past, and to. the 
patience of those Overseas countries 
that have been willing to suppl 
goods to Britain without payment 

whether they be Americans whi 
knew what they were doing, or th 
poor colonial peoples who wer 
never asked whether they wanted t 
sustain the standards of the British 
people. 


According to the Wall Street 
Journal, in the first quarter of 1952 
liquid savings of individuals in the 
U.S. totalled $2,700 million; largest 
form of saving was in_ insurance 
($2,200 million); savings bonds rose 
$100 million, government securities 
$900 million: currency and bank 
holdings were reduced. Deposits in 
the country’s 529 savings banks rose 
by $105 million in July, 1952, to a 
record height of $21,877 million. 


1951 


ard spent £90 million in’ helping 
* balance-of-payments deficits ” 


in Britain. 


In 19ST (excluding applications 
directed only to obtaining a grant 
for dentures or spectacles) was 
2,690,000, three per cent less than 
In 19SO. Of these applications, 
1,530,000 were dealt with by a sing'e 
payment to Meet a temporary situa 
tion and 840,000) resulted in the 
grant of a weekly allowance. No 
assistanee Was granted ino the re 
maining During the year 
about weekly allowances 
terminated 

By far the greater proportion of 
the total expenditure on national 


assistance continues to go to persons 


CASES 
730.000 


Board, H.M.S.O., London, Us. 6d 














vho, 


lisab 


exper 
an a 
Repe 
abou 
whor 
cond 
empl 
I xch 
Ar 
Cent 
OS 
ber 
total 
| 208 
OUuLS! 
ment 


& 





‘eet 
§2 
the 
reSt 
nce 
OSS 
ties 
ink 

In 
ose 
ye 





NATIONAL 


vho, because of age. infirmity, 
lisability or domestic ties cannot be 
expected to maintain themselves, but 
in attempt has been made in this 
Report to provide more information 
about the minority of persons to 
whom assistance is paid only on 
condition that they register for 
employment at an Employment 
Exchange. 

\n analysis, based on a 23} per 
ent sample, of the numbers of per- 
ons receiving assistance of Novem- 
yer 14, 1951, showed that out of a 
total of 1.440.000 there’ were 
1,208,000 or 83.9 per cent, who were 
yutside the field of normal employ- 
ment. These persons — included 
945.000 who were of pensionable 
age and 233,000 under pensionable 
ige but sick or incapacitated, 
19.000 were in local authority and 


S.S.A.F.A. says: “ Welfare 

In the Report of the Council to 

the Soldiers’, Sailors’ and Airmen’s 

Families Association Annual Meet- 

on October 2, 1952, the follow- 

ng remarks are made regarding the 
elfect of the Welfare State: 


oO 
“ 


Ihe benefits, both material and 
psychological, of the Welfare State 
ire generally recognized, and not 
least. by) organizations such as 
SSAFA which are engaged in social 
vork and have fought hard in the 
past for their introduction. The fact 
must be faced, however, that there 
are now indications that, in some 
cases, social security is discouraging 
self-reliance and thrift 

It has now become the rule, 
rather than the exception, — for 
families to Tive up to the limit. of 
their Weekly income even when they 
are not compelled to do so from 
sheer necessity. At the same time 
the general standard of living of the 
ommunity has risen considerably 
nee the war so that some things 


ASSISTANCE IN 


BRITAIN 
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other homes, and 11,000 in hospital. 
The remaining 177,000 were mainly 
women with domestic ties. The 
number of dependents of persons 
receiving assistance was 608,000 
About 55,000 able-bodied persons 
were receiving assistance; at the end 
of year this number had risen 
seasonally to 64,237. These nor- 
mally have to register for work at 
the employment exchanges, and in 
fact 59.896 persons were so regis- 
tered in December. Some 17,300 
of these were registered as disabled 
persons: it is estimated, however, 
that about 7,000 (5,500 men and 
1.500 women) were persons who 
could be working if they so wished 
Grants made to help those on whom 
the new National Health charges fell 
totalled 57,700, at a cost of £116,000 


State Discourages Thrift ” 
which were luxuries in 1939 are re- 
garded as necessities in 195]. 

This rise in the standard of living, 
combined with the general absence 
of savings, has resulted in a great 
increase in the practice of Hire Pur- 
chase amongst all sections of the 
community. It is common for 
families whose income is relatively 
low to enter into Hire Purchase 
commitments out of all proportion 
to their means. It follows that 1 
requires onty a few weeks of illness 
or unemployment for a family to 
run mto debt. Many of the applica 
tions for financial help from SSABA 
Branches have been in respect. of 
debts for goods bought under Hire 
Purchase agreements or through the 
equally widespread Clubs, for ar 
rears of rent and rates, or for gas 
and electricity payments 

There has been a sharp rise in the 
number of requests for assistance tn 
buying school uniforms for children, 
and the Association has reluctantls 
had to refuse to meet them. 








Schuman Plan: Blueprint for Federalism : 





? 


Now that the European Coal and Steel Community is under way, it ma 
bring in its train a common currency, a@ comunon tariff, and a federated 
Europe 


Hi movement for some form and 
degree of Western European politi- 
cal unity, toward which the Schuman 
Plan is so far the most notable step, 
has gained headway at a series of 
meetings at Luxembourg and Stras- 
bourg. But the advances took 
chiefly the form of new projects to 
be studied and discussed. It is diffi- 
cult to measure at this stage how 
practical these additional plans will 
prove to be or how soon, if at all, 
they will take the form of actual new 
institutions of a more or less federal 
character. 

First, the Ministers organised the 
Council of Ministers—one represent- 
ing each of the six states -which is 
one of the ser.es of checks and bal- 
ances of which the Schuman system 
Is composed. 

Second. they agreed that the com- 
mon international Assembly of the 
plan. another of the checks and bal- 
ances, should immediately begin a 
study of a project, to take the form 
of a treaty, that would create “a 
European political community ’ 
with a common Parliament which, 
presumably, wou'd have real] powers 
and would be a further step toward 
a federation of the six states and 
possibly later of other states. 

Third, this new Assembly held its 
first meeting at Strasbourg, electing 
the federalist, Paul-Henri Spaak of 
Belgium, as president and began to 
prepare for its role as a kind of par- 
lamentary watch-dog empowered to 


examine the acts of the administra 
tive High Authority of the Coal an 
Steel Community and even to com 
pel its resignation. 

Fourth, and perhaps most import 
ant of all, Robert Schuman, Frencl 
Foreign Minister, and Konrad 
Adenauer, Chancellor and Foreigi 
Minister of the West German Re- 
public, again discussed the difficult 
question of the Saar and professed 
to be hopeful of some solution in 
what M. Schuman called the new 
* European climate.” 


Saar Question 

The Saar is important partly be- 
cause its economic and financial at- 
tachment to France gives France ap- 
proximate equality with West Ger- 
many in steel production an 
equality that some Frenchmen con- 
tend is indispensable to the success 
of the Schuman Plan, although this 
Is a nationalistic argument hardly 
suited to the climate in which supra- 
national attitudes are expected to 
develop. 

One advantage the French enjoy 
in the Saar is that their currency 
prevails there and hence their trade 
with the Saar involves no monetary 
problem, as French trade with other 
states involves. 


Currency Barriers 

This consideration draws attention 
to the fact that the single market to 
be created by the Schuman Plan 


From New York Times, September 14, 1982 
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SCHUMAN PLAN 


hin the area of the six countries 
tht logically to have a single cur- 
ney. The Schuman Plan removes 
treaty all customs and other trade 
irriers Within this area as regards 
val and steel except the barrier aris- 

from the fact that the six coun- 
es have five different currencies 
Jelgium and Luxembourg having a 
mon Currency). 

The existence of different curren- 

no great barrier when those 
urrencies are stable and readily 
nvertible, as Western currencies 
‘nerally were in the days of the 
'd standard. But since World War 
i shaky and fluctuating currencies 

e formed a major barrier to trade 

Europe, reducing it in the first 
yst-war years to a bilateral basis. 
Phe European Payments Union 
las tO a great extent attained vir- 
al convert'bility so far as current 
ade is concerned. But it is a some- 
hat tentative and precarious con- 
vertibility, as is shown by frequent 
predictions of devaluation and by 
he persistent efforts of Premier 
Pinay of France to “save the franc” 

stabilising it. 

Unless the france and the other 
urrencies of the countries in the 
Schuman Plan can be stabilised and 
Kept stabilised, the single market for 
oal and steel will be handicapped 
n its functioning by constant ex- 
hange problems which will be, in 
‘Tect, trade barriers. France, for 
example, will be handicapped in 
terms of prices if inflation continues. 
ust as she is now handicapped in 
irving to export to foreign countries 
vhere price levels are considerably 
lower than hers. 

Thus the supranational powers of 
the High Authority, which will act 
is umpire over the common market, 
wil be necessarily Pmited by the 
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which may or may not 
stability of the:r currencies 


Steps Toward Unification 

The Schuman Plan may be con- 
sidered a bold step toward break- 
ing away from national barriers and 
national habits of thought and to- 
ward the gradual creation of a 
European political federation which 
at some stage would logically in- 
augurate a single currency as well as 
a single market for the countries tak- 
ing part in It. 

The Coal and Steel Community, 
which the plan is to create, will take 
concrete form within seven months, 
when the single market is to begin to 
function, according to the treaty 
Belgium will be out of this market 
as regards her goal for 
years, to allow her to modernise 
some mines and to close others to 
bring her price leve! down to a com- 
petitive basis. Meanwhile the High 
Authority will negotiate with the 
other countries in’ the General 
Agreement on Tariffs and Trade so 
as to bring existing trade accords 
into harmony with the tariff dis- 
crimination against other nations 
which the single market entails 

The Authority will also draw up 
a kind of economic census of the 
two industries in the six countries 
which it is to oversee, to develop 
and to make more competitive than 


they have ever been 


some five 


* 


Role of the Authority 
It is widely assumed that the 
Authority will direct or manage the 
industries. This, however, is not its 
role. 
It could not well manage the 
nationalised French coal mines. for 
No- warn th trcaty 1. 


uy 
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been accepied if it had entailed such 
management of the 


Ul 


indus- 


| 


The Authority is more nearly like 
an umpire whose task will be to en- 
force the principies of the treaty, 
which call for competition unham- 
pered by the traditional cartels, by 
national tariffs or by national sub- 
The theory is that the 
tries Will run themselves as they now 
do but will be thrown into a new 
competitive situation with one mar- 
het and will be obliged to maintain 
reasonable standards of wages as 


well as ssduetion costs, 
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countries 
the Schuman Poo! together produc 


Footnote: The six 


in 1951 about 21 per cent of tl 


steel and per cent of the iron 
the free world: 
COAL AND STEEL PRODUCTION 
195] 
millions of metric tons) 
Coal Lignite Ste 
Belgium 29.6 § 
| ixembo 
France Pe 9 2.0 9 
Saal 16.0 P 
W. Germany 118.9 $3.1 13 
Italy 2 a) 
Netherlands 12:4 3 
Total 25.0 86.3 37 
Free World Laiehz 198.7 182 


Power a European Export 


Demand 


for electricity ts doubling every ten vears: 


to rationalise the supply 


means Should be provided for transfers of power across national boundarie 


lit present electric power 


exporis in relation to exports of 


‘ 1 , 
role o} 


other commodities is indicated by 
seid followt ng figures of exports to 
countries of Europe as a percentage 
of per European seadmctien in 


1950: cent; steel, 10 


1.3 per cent. 


coal, [2 per 
per cent; electric power, 

Areas of high consumption are 
exhausting their natural 

ipply, while adjoining 
important 
tapped. 

The E.C.E. suggests a number of 
broad schemes for international 
sirens of regular supplies over 
long periods to needy regions from 
countries or areas where water or 
low grade solid fuel resources exceed 
internal energy requirements for a 
long enough period of time to justify 
investment in transmission 


reg:ons pos- 


still un- 


Sess reserves 


lines 


Pow er 


Commission for Europe, 


} 
From Transfers of Electric 


SOUTCRS of 


Across European Frontiers, 


Geneva, September 28, 


These suggestions include 
from Norway to Sweden and 
mark, from Yugoslavia to 
Austria, Albania, Bulgaria, Greec: 
and Hungary, as well as exports 
from Austr.a, Sweden and Rumania 
Electric power generated from the 
extensive brown coal and low-grade 


exports 
Den- 
Italy, 


coal fields in Czechos!ovakia. 
Poland, Yugoslavia and the Rhine 
and Ruhr could be exported to 
neighbouring countries. 


Various schemes of periodic ex- 
changes are also suggested as means 
of reducing power losses and further 
improving the utilisation of available 
plant. These schemes include the 
striking illustration of the projected 


submarine cable connecting the 
French and United Kingdom net- 
works. 


Economic 


1952 
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POWER A EUROPEAN 


ermal Resources 

European reserves of coal, lignite 
nd peat could support European 
olid fuel production at its present 
evel for more than 1,000 years 
Fhermal electric power production, 
4) per cent of which is at present 
from hard coal. is however already 
using nearly one-fifth of all solid 
fuels produced. It is increasing much 
more rapidly than coal output at a 
ne when coal also is in great de- 
mand for other purposes. 

Although Europe’s total coal re- 
rves can continue to support ther- 
al power production for a much 
onger period than her water power 
‘sources Can support increasing 
hydro-electric requirements, there ts 

very real need to use solid fuels 
for power production in the most 
fective way. 

This means that coalfields, where 
creasing quantities of low-grade 
vaste fuel are produced, and other 
scattered brown coal deposits, which 
ire at present little used, are most 
iitable to support increased trans- 
fers of electric power to consuming 
enires. 

Such low grade and waste fuels 
imnot themselves justify transport 
sts, but they can be economically 
sed by suitably designed thermal 
nower stations installed at the mines, 
with the power they produce being 
speed tly transmitted to places of 
need. Poland's coalfields are thus 
likely to be in a position to produce 
large quantities of electric power. 
some of it for export. Costs of pro- 
duction and transmiss:on might 
jusufy transfers both to areas of 
power deficiency, such as Bavaria, 
ind to west European consumption 
centres over far greater distances. 

Important brown coal deposits 
n Crechos'ovakia and Yugoslavia, 
for example-—might equally contri- 
hute to the pattern of electric power 
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transfers which a rational use of 


\e ol rex - uw ! 1O > 
natural resources would suggest 


Trends of Exchange 

In contrast to “ guaranteed sup- 
plies.” “incidental supplies under 
contract” and “exchanges” need 
not be long-term. They are, in fact. 
the product of seasonal or even daily 
variations in the patterns of produc- 
tron and, to a lesser degree, con- 
sumption of two separate national 
networks. 

Existing examples consist for the 
most part in exchanges of hydro 
power against thermal power. Fluc- 
tuations in the flow of watercourses 
give rise at certain periods to surplus 
production which cannot always be 
stored in the country itself. Such a 
surplus can then be exported to a 
country producing thermal power 
which, by taking it, can save coal 
and return an equivalent quantity at 
another time, provided its installed 
capacity is large enough. Such ex- 
changes can also take place between 
two countries both producing hydro 
power, in which case they are gov- 
erned by the differences in the hy- 
drological characteristics of the 
hydrographic basins. 

Finally. it will be recalled that 
temporary supplies can be made 
from one country to another 
against deliveries of coal or electri- 
cal equipment. for instance. This 
barter traffic. of which there are al- 
ready several 
emphasising. 

Phe ultimate volume of power ex- 
changed is. however. fairly small. a 
fact which ts perfectly 


examples, is worth 


understand- 
ab'e, since such exchanges involve 
only marginal production. They are 
nevertheless of very great import- 
ance, since they enable power losses 
to be averted and contribute to the 
more efficient utilisation of national 
networks. 











Wooing the U.S. Farm Vote 


{ MICIQGNS Are TAKING ho 


chances on displeasing the farmers in an electi 


vear: lowest bid is for ninety per cent of parity price support 


FARM policy has been hotly debated 
during the past vear, both in and out 
The essential issue is 


} } ° » ah) Pie 
whetner government prce Support 


of Congress 


for farm products shou'd be “fixed 
1 we 199 hot 
or “flexible fixed” meaning that 
the support levels are stated in the 
} s* 


law at a high percentage of “parits 
with prices of products farmers have 
to buy, and “flexible” that the Sec- 
tary of Agriculture shou'd have 
discretion, within limits. to change 


the support levels In a broader 


ise, the issue is whether the wel 
fare of Amer'can aercu'ture str 
reduires the continuation of the 


policies aiming at high fixed proce 


during the 


supports, as evolved 
post-depression days and the war 
"y 


or whether ‘t prices shou'd 
} 


be allowed 'arger scope as guides for 
production and consumption 
Congress this summer extended 
the genera! wartime 90 per cent of 
party price supports for basic farm 


1954-55 


a 


commodities through the 


} 


ron season a he so-called “dual 
parity svstem™ through the calendar 
year 1955. The “dual parity sys- 
tem”, which was to have expired bi 
the 1 of th's vear. requires that 


parity prices be the higher of either 
(1) the parity price computed on the 
old f pre-World 
War [ relattonship of prices farmers 
receive to what they pay, or (2) the 
new “modernized” formula which 
takes account of prices received by 
farmers over the past ten years. with 
owance for labour costs. 

Phus the country is committed for 
sull another two years to a high 


d "  - » 
ormula based on 


Tron Monthly Letter 


National City 


fixed support policy for farm. pro 
ducts. Once more is repeated an ol 


SLOTS of how the seed of price 
raising legisiation, once planted 
takes root, flourishes, and spread 
ts branches) What started out a 


an emergency programme to cushiot 
the collapse of farm prices dur 
the depress'on has been graduall 
transformed into a permanent pro 
gramme of price supports with 
constant upward bias. 

Members of Congress and othe 
political apparently have 
been ind sposed to take chances o1 


leaders 


displeasing the rank and file of the 
farmers, particularly this electior 
year 


Notwithstanding earlier advocac 
of the flexib'e price support systen 
by the present Administration and 
the Democratic platform of 1948, the 
Democratic platform of 1952. and 
the “party line” now plumps for the 
cent of parity prop. The 
Republican Party platform, declar- 
‘or a farm programme “aimed 
at full party prices for all farm pro- 
ducts in the market place’, Is too 

interpretation. sul 
rhower has ind’cated 
that he wou'd not tamper with the 
recently enacted legislation extend- 
ing the 90 per cent of parity support 
through the 1954 crop. 


Farming After the Wars 

In reviewing this long record of 
agricultural doctoring, and apprais- 
ing prescriptions, it may be well not 
to forget the condition of the 
patient. 


Bank of New York 


September 1952 
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WOOING THE 


it will be recalled that World War 
i, with its devastating effect upon 
European agricultural Output, 
caused a huge expansion in agricul- 
tural acreage outside of Europe, 
particularly in Argentina, Australia, 
Canada, and the United States. In 
this country millions of acres of pas- 
ture land were ploughed up and put 
into crops, and large areas of forest 
land were cleared for the same pur- 
Farmers went head over 
heels in debt to buy land at inflated 
prices. When the war ended the 
habb'e burst. With the older pro- 


pose. 


lucing regions coming back, agri- 
culture everywhere found _ itself 


vreatly over-expanded, resulting in 
price collapse and acute distress. 

Four widespread and _ profound 
changes have had an almost revolu- 
tionary impact on the industry, with 
which it was poorly equipped to 
cope. These changes were: 

(1) Prolonged weakness in_ the 
U.S. export market—in part the 
effect of the war and efforts at in- 
creased self-sufficiency on the part 
of some of our customers, and in 
part the effect of the depression of 
the °30s; (2) impaired ability of our 
city population to buy farm  pro- 
ducts, reflecting the depressions of 
1921 and 1932, with the added 
complicating factor of the growing 
substitution of synthetic products of 
non-farm origin; (3) rapid switch 
from horses and mules to gasoline 
and electric power equipment, 
which released some 60 million 
acres of land from production of 


animal feeds to production of 
human foods; and (4) broader adop- 
tion of improved farming tech- 
niques. 


It should be pointed out that dur- 
ing World War II. in contrast with 
the experience of World War I, the 
extension of cultivation was limited 
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by available acreage. In war- 
affected areas recovery was retarded 
by the iron curtain and by political 
and economic disorders in_ the 
Middle and Far East. In some 
countries the acreage under crops 
has actually declined, due to indus- 
trialization and a drift of farm 
workers to cities. 

Thus it seems clear that, barring 
a general economic depression, agri- 
culture is not faced with any such 
problem of overproduction and low 
prices as it had to contend with 
after World War |. The real con- 
cern today is not with food  sur- 
pluses, but rather with the problem 
of how the world is going to feed 
its rapidly growing population. 

Present farm policies should be 
appraised in the light of these basic 
changes. If farming is to remain a 
free and independent enterprise we 
should be moving away from a 
policy that leans excessively upon 
government supports. The flexible 
price support system atlords a way 
of doing this while at the same time 
protecting the farmer against major 
downward swings of prices such as 
have proved so disastrous to him in 
the past. 

The high and fixed price support 
policy looks in just the opposite 
direction. It means increasing, not 
decreasing, the dependence of agri- 
culture upon government. 

With price supports high, there is 
danger that large surpluses, of feed 
grains in particular. will again 
accumulate in government bins in- 
stead of being converted into meat. 
eggs, and milk for which there is a 
growing demand. Not only is this 
costly to the taxpayer, as well as to 
the consumer who has been paying 
high prices for protein foods. but 
it tends to freeze the production pat- 
tern and biock the natural shift in 
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response to changing dietary habits. 


Under present policies the day of 


encouraging such shifts in American 
agriculture has been repeatedly post- 
poned. Less efficient farmers have 
been influenced to hang on as mar- 
ginal producers of products already 
in surplus. At the same time, be- 
cause of high costs, dairy produc- 
tion has been retarded even though 
per capita supplies this year may be 
the lowest in three decades. Like- 
wise, in the face of good incomes 
and a high demand for meat. pork 
production has been discouraged by 
unfavourable ratios between prices 
of hogs and feed grains. 

During the war the need was for 


reals because a given quantity of 


y 
¢ 
i 
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cereals will feed more 


people 
directly than if turned into animal 


products. Consumption of meats 
and dairy products was held down 
by rationing. Once the food short- 
ages of the war and immediate post- 
war period were ended, and ration- 
ing abandoned, the need turned to 
more meats and dairy products. 
which people wanted and had 
money to pay for. Unless produc- 
tion ts adjusted to meet these con- 
ditions, supplies of wanted products 
will be short, leading to higher food 
costs and aggravation of inflationary 


tendencies generally. 


Government policy should facili- 
tate, Not Oppose, these adjustments 


AMERICA’S CONFUSED TRADE POLICY 


The contradictions, confusions and inconsistencies of United States inter- 
national trade policies are a frequent source of bafflement to foreigners and 


to Americans alike. 


A striking example of the way these policies are sometimes permitted to 
work at cross-purposes is afforded in a recent issue of The Foreign Com- 
merce Weekly, official organ of the United States Government devoted to 
news and promotion of international trade. On page two of this publication 
is a story about the 80 per cent increase in the American duty on dried 
figs. Now, dried figs are not the most important item shipped here from the 
outside world. But they do constitute a dollar-earner for two or three coun- 
tries, including Turkey, and the previous low duty had been set a year ago 
at the Torquay conference as a specific concession to Turkey 


Fightecn pages later in the same issue of The Foreign Commerce Weekly 


we read all about the United States 


exhibit at the current International 


Trade Fair in Izmir. The theme of the American presentation is “ Turkey 
and America~--Free World Partners Working for Peace,” illustrated by show- 





ing how Turkey can use American help and “ how the United States uses 
imports from Turkey.” In other words, with one hand we do everything 
possible to promote economic relations with our political allies and with the 
other we slap tariff barriers against their products. It is possible that the 
new high tariff on figs will be only short-lived, as the President indicated 
when he acceded to it; but the kind of confused trade policy it illustrates 
can do us long-range political harm 


New York Times September 13, 1952. 
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Trouble Brewing Over Tea 


Tra prices have dropped so low as 
barely to cover prime costs. Indian 
tea has been bought at 6d. per 
pound, which includes an export 
duty of 44$d.: Nyasaland tea has 
-hanged hands in London at 2d. per 
pound, which merely covers the ex- 
port duty alone. 

But these are low-quality teas: 
good qualities are being demanded 
still at as high as 7s. per pound. 
Veteran traders say that never has 
there been such a gulf between the 
rood and the poor. Teas are being 
so'd that normally would be put 
back into the soil as fertiliser. 

The planters say that in view of 
the 37 million pound glut left over 
from the last plucking, production 
will just have to be reduced: but at 
the same time a bigger propaganda 
effort will have to be made to sell 
to India’s home market. This last 
suggestion has been endorsed by a 
Committee appointed in New Delhi 
to look into the problem: but the 
Committee has also raised the ques- 
tion of foreign control of the planta- 
tions. 

The announcement of the ending 
of tea rationing and price control in 
Britain is a logical development 
from the statistical position of world 
supplies. For producers, who are 
faced with a considerable degree of 
wor'd overproduction some relief 
should be afforded, although the ex- 
port duties of the main producing 
countries remains a difficulty which 
they have to face. One of the 
features in tea markets in recent 
months has been the low prices ob- 
tained for the less attractive grades 
of common tea. It now seems 


From Eastern Economist. New Delhi, 


September 12. 


likely, however, that there will be 
more demand in the U.K. for teas 
which in the auctions have recently 
fetched between. say, 4d. and Is. a 
pound. The public. while rationing 
remained in operation, has shown a 
marked preference for teas sold in 
packets at 5s. a pound—in fact, per- 
hans, three-quarters of the tea sold 
in this country recently has been at 
this price or over. But with the 
ability to buy as much tea as they 
like the public may well choose to 
accept cheaper teas. 

The natural corollary to increased 
consumer interest in cheaper teas is 
likely to be a decreasing demand for 
the higher priced tea packets and 
this may be expected to have some 
effect on the auctions. But one of 
the chief influences in the high 
prices which the quality teas have 

een fetching in the Colombo auc- 
tions has been the purchasing of the 
Americans. who seek the best quali- 
ties at the peak of the season. 

So far as consumption in the U.K. 
is concerned it seems unlikely that 
there will be any notable increase in 
the immediate future. The increased 
tea ration of 3 ozs. has already vir- 
tually meant the abolition of ration- 
ing and for the time being consump- 
tion is Tkelv to remain at some- 
thing under this figure 


India has left the In- 
ternational Tea Market Expansion 
Board, the wor'd “ promotion ~ 
agency. Her complaint has been 
that although she has contributed 
half the Board’s finances, it pub- 
lictses blends of tea, and not speci- 
fically Indian tea. 


Footnote: 


1952. and Financial Times, 


London, September 19 and October 3, 1952 











Britain's New Index of Industrial Production 


A NEW index, using the results of 
the Census of Production for 1948 
and giving a general measure of 
monthly changes in the volume of 
industrial product on in the United 
Kingdom, has been prepared. Th-s 
index, based on che year 1948, will 
replace the Interim Index based on 
the year 1946 which has hitherto 
been published regulariy in the 


Board of Trade Journal. 

The new index does not der in 
purpose and only very slight!y in 
method of compilation from the one 
it replaces: but in addition to using 
the results of the 1948 Census it 
benefits from a number of detailed 


changes. These are: 


(i) A large number of production 
series is now available to 
measure monthly changes in 
output. 

(11) More reliable figures of price 
changes have been collected 
to help in translating into 
volume terms those series 
(about a quarter) which are 
available only in value terms. 

(in) The exper:ence gained from 
the interim index has sugges- 
ted a number of ways in 
which the compilation cou!d 
be improved. 


Like the interim index, the scope 
of the new index covers the four 
main groups, mining, manufacturing, 
building and public utilities, and in- 
cludes production for the home mar- 
ket. for export and for the armed 
forces. It does not cover agricul- 
ture, trade, transport, finance or any 
other public or private services. 


Of the four main groups which 
the new index covers, building car 
ries a substantially higher weight 
than it did in the interim index 
while the utilities group carry a con- 
s.derably reduced one. The weights 
given to mining and manufacturing 
have a!so been reduced. Within the 
manufacturing group (which now 
takes almost exactly three-quarters 
of the total weight), textiles and 
paper and printing carry a larger 
share of the total than before, while 
chemica!s and the metals, engineer- 
ing and vehicles group carry less. In 
the last-named (which is rather 
more than one-third of the full in- 
dex and nearly one-half of all manu- 
facturing), metals are weighted a 
little higher than before, vehicles and 
engineering a little lower. 

In spite of the extensive revisions 
the new index is very close to the 
old one. The annual figures on a 
comparable basis are as follows: 


1948 100 
New Index O'd Index 


1949 106.4 106.8 

1950 ee 116.2 

195] Eiy.3 119.6 
Ps 


1952 (Ist quar.) 120. ize 

The new index shows a smaller 
increase from 1949 to 1950, but 
otherwise the two indices have 
tended to move together. 

The revisions have had a greater 
effect on the indices for individual 
groups. For example, the new in- 
dex for engineering. shipbuilding 
and electrical goods rises more 
rapidly. This is partly because of 
the use of additional production 


From Board of Trade Journal, London, August 16, 1952 
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cries, and partly because an im-_ vehicles, on the other hand, rises 
proved system is used to allow for much less rapidly than the old, 
price changes. The new index for owing to revised weights. 











ich 
dl 7 ; ee : ae oe 
ht U.K. INDICES OF INDUSTRIAL PRODUCTION 
CX (base, 1948 — 100) 
“ 1949 1950 1951 1952 (Ist qr.) 
VM 
no All industries 106 114 117 12] 
he Mining-quarrying 103 104 108 114 
" All manufacturing 107 116 12] 123 
Pc Metal, engineering. vehicles 106 114 122 129 
nd 4 Textiles. clothing 109 117 116 109 
er Food. drink, tobacco 104 107 105 106 
am | Building, contracting 105 105 102 100 
—) ie a 
In : . T 1 } 
a” Paper and printing rose to an in- The drink and tobacco industries 
~ dex of 140 in 1951, and to 145 in) are wavering about the 100 mark, 
a the first quarter of 1952. Only in- and food production seems to be 
9 dustry to show a steady drop was © settling down at about 110. Tex- 
” “Leather, leather goods and fur” tiles show a deep drop after the first 
i “ = ‘ ‘i 2 
which after a small rally to 103 in quarter of 1952—to 91 per cent of 
ve 1950. dropped to 97 in 1951, and 1948. The chemical trades have 
~ to 89 in the first quarter of 1952. risen steadily to 140 in 1952 
a 
i PATTERN OF COMMONWEALTH TRADE 
Total Commonwealth exports of merchandise during 1951 amounted 
to £8.104 million compared with imports of £9.280 million. Trade by 
Commonwealth countries remained at 30 per cent of total world trade; but 
Commonwealth exports are. compared with 1950. a smaller proportion of 
total world exports. and Commonwealth imperts are a larger proportion of 
' total world imports. 
: The Commonwealth’s balance of trade deteriorated from an approxi 
= mate balance in 1950 to a £1,000 million deficit in 1951. The trade deficit 
of the U.K. was £1,200 million atone. The combined effect of an excess of 
: imports, and falls in price of many raw matertals, was a deterioration in the 
: trade balances not only of the U.K.. Canada, Australia and India, but also 
‘ of New Zealand, Pakistan, Ceylon and the Colonies. The latter, who main- 


- tained a favourable balance for the year as a whole. saw their surplus 
disappear or greatly diminish. Canada was the exception, in that she earned 
surplus of $218 million in the second nalf of the year. after a deficit of 
$340 million in the first half. 
Memorandum on Commonwealth Trade, Commonwealth Economic 


Conunitiee, October 10, 1952. quoted in Financial Times, 
London, October tO, $952 








Unhappy History of the Yen 


In thirteen vears, the Japanese currency has fallen to a two-hundredth 
of its former value 


Tur value of the yen, now deprived 
of its American support, has suffered 
buffeting since pre-war. 
This is one of the reasons why Japan 
has joined the I.M.F. and the World 
Bank. 

The Japanese people’s confidence 
in the currency remained right up 
to February, 1946, when a measure 
to change the old currency into new 
was taken to stem the inflation re- 
sulting from the defeat in- war. 
There was at once a rush to convert 
money into goods, or to withdraw 
notes from the bank, when rumours 
were put about that the Government 
was about to freeze accounts. 

The volume of notes required to 
meet this bank rush was 355,280 
million yen; since Bank of Japan 
notes totalled 28,173 million yen in 
April. 1946, the note issue swelled 
thirieen times by December, 1947. 
Commodity prices also rose, of 
course, but at a much slower rate: 
they multiplied eight times by April. 
1949. 


a severe 


Dodge Plan 

In 1949 Japan was ab'e to apply 
the brakes. thanks to the timely 
measures recommended by Joseph 
Dodge, the financial adviser to 
S.C.A.P. The value of the yen in 
April, 1949, was calculated to have 
dropped to 1/209th of its value in 
1934-326, while that of the dollar 
stood at about half of the pre-war 
level. Since the pre-war exchange 


rate was 3.44 ven to the dollar, th 
Dodge rate was settled at 360 ye 
to the dollar. Other associate 
measures proposed by the * Dodgs 
Line” were enforcement of a bal 
anced budget, and the maintenance 
of this high value of the yen at al! 
COSIS. 

This value was certainly high, for 
the calculation of the Dodge office 
was based on official prices, whict 
were about one-half of the free mar- 
ket prices. And black markets still 
handled a considerable portion of 
domestic transactions in Japan. 
rhis has greatly handicapped her ex- 
ports. 

But as prices of Japanese com- 
modities have gone up nearly SO per 
cent since the outbreak of the 
Korean War, it can be considered 
that the oficial exchange rate was 
in the proximity of its actual value 
about the time of that outbreak. As 
for the possibility of further devalu- 
ing the yen. Japan has less room for 
mancuvre than she once had. In 
1951, Japan depended on the dollar 
area for 57 per cent of her total im- 
ports, as against 44 per cent in 1950. 
Devaluation of the yen, therefore. 
would cause a rise in import prices 
which Japan would find difficulty in 
surmounting——and it is now impos- 
sible to shift her import sources to 
South-East) Asia or Communist 
China. 

The devaluation of the British 
pound in 1949 was followed by the 


From Fuji Bank Bulletin, Tokyo, June, 1952 
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ievaluation of the currencies of 
nany of her sterling area suppliers, 
and therefore the rising import 
prices of. raw materials could be off- 
set considerably. Japan’s case 1s 
lifferent. 


Rigidities Blunt Money Weapons 

Today’s world trade does not in- 
volve the circulation of commodities 
simply on a basis of international 
price parities; it is conducted by 
means of rigid trade agreements be- 
tween countries. Since, moreover, 
the volume of trade is regulated 
more by political circumstances than 
any other, devaluation does not 
necessarily mean any increase in ex- 
ports. 

As to whether the yen should re- 
main tied to the dollar, this question 
must depend on the business cycle 
n Japan, and on the stability of the 
pound. Prices in Japan have not 
come down so quickly as have prices 
generally throughout international 
trade during 1952: deficits in Japan’s 
balance of trade have been covered 
hy special procurement orders in 
connection with the Korean War (in 
1951 these orders accounted for a 
quarter of her total exports). The 
unbalance in Japanese trade lies in 
the fact that while 57 per cent of 
her imports come from the dollar 
area, 44 per cent of her exports go 
to the sterling area. 

There is therefore a sterling sur- 
plus. which it is feared will persist 
as a difficult problem. The non- 
convertibility of steriing exacerbates 
this problem. 

Profits have grown considerably in 
the last two years. Japan’s national 
income in 1951 was 4,575,000 mil- 


YOUR QUESTIONS ANSWERED 


lion yen, an increase of 1,345,400 
million yen, or 40 per cent over 
1950. When this figure is divided 
into income groups, it is seen that 
whereas the proportion going to 
wages and salaries (44 per cent) Is 
declining, corporate incomes have 
trebled in value and doubled in pro- 
portion; taking proprietors’ incomes 
and interest into account, the pro- 
portion of national income going to 
capita! and enterprise has risen from 
53.2 per cent to 54.8 per cent, 
despite a slight fall in proprietors’ 
incomes. 

Yet real wages have risen, as the 
following table shows: 


Wages Consumer Real 


1947 — 100 Prices Wages 
1949... 475.7 241.4 197.1 
1950 578.0 224.9 257.0 
1951 741.0 265.1 279.5 


When these real wages are placed 
alongside productivity indices, how- 
ever, it is seen that the share of the 
workers in total product has de- 
creased : 


Production Real Wages 


1947 — 100 Wages Produc- 
tion 
1949 201.4 197.1 97.8 
1950 277.1 257.0 92.7 
195] 378.0 279.5 73.9 


As there has been a considerab!y 
smaller increase in the workers’ cost 
of living during these three vears, it 
has been felt that this was desirable 
In order to re-create an adequate 
supply of private 
It has. however. a! 
investment. 


capital in Japan 


so induced over- 


- : See Inside Front Cover 
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Greece on the Eve? 
DISILLUSIONMENT about the — pre- 
sent Greek government, the Plas- 
tiras-Venizelos coalition, is reported 
to be growing. Current inflation in 
Greece is attributed principally to 
the Government’s inability or un- 
willingness to Treasury 
receipts by adopting a modern and 
fair taxation system and forcing 
collections. About half the aid sent 
to Greece during the last year was 
wasted because the Athens Gov- 
ernment was unable to make the 
most efficient use of the funds for 
reconstruction purposes, the report 
said. 

Expensive apartment houses have 
been built in and around Athens, 
while low-cost housing is scarce. 
Civil service jobs have been awarded 
in profusion to friends of politicians. 
according to the report, but workers 
in devastated agricultural areas and 
tobacco workers have received no 
relief. 

Government revenues have been 
further reduced by the permission 
granted to many Greek shipowners 
to register their vessels in Panama 
and elsewhere, so that their normal 
fees and taxes are not collected in 
(oreece. 


increase 


Vew York Times, Octoher 5, 1952 


The Greek Government’s imme- 
diate economic plans are to reduce 
imports and expand exports, but in 
order to press on with rehabilitation, 
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she will need some £250 million—in 
dollars and drachmae—over the 
next four years. 

With the steady development of 
her industry, mainly in_ textiles, 
Greeks forecast that they may be 
able to supply many countries of the 
Middle East. 

Tobacco, which is the most im- 
portant exportable Greek product. 
will, it is believed, yield a good in- 
come in foreign exchange with an 
export of 45,000 tons a year against 
37,500 tons in 1951-52. 

Greece's invisible resources of 
foreign exchange tourism, emi- 
grants’ remittances and merchant 
marine-—are considered capable of 
bringing in some $73,000,000 a year 

Provided that funds are made 
available to foster both industrial 
and farm production. Greece's 
national income will increase by 17 
per cent in 1956. 

Financial Times, London, September 16, 
1952 


(The Greek Government resigned 
on October 10; elections November 
16.) 


Cuba’s Giant Sugar-Loaf 


Tur 1952) Cuban sugar season 
ended on August 2 with the closing 
of the last mill in operation. The 
final outturn amounted to 7,963,691] 
short tons, 25.5 per cent above last 
year’s production. About one 
fourth of the crop is being set aside 
in a stabilizing reserve in order to 
relieve the pressure on sugar prices 
resulting from a large surplus over 
market needs, and next vear’s sugar 
production is to be limited. The 
Cuban Sugar Institute is reported to 
be conferring with French and Bel- 
gian interests on a contract to sell 
sugar in the soft-currency area on a 
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iruly cash and partly barter basis. 
Pending the outcome of the Gov- 
-nment’s efforts to effect a pian for 
urtailing next year’s sugar produc- 
ion, merchants are displaying 
Lution. 

[wo separate investigations are 
being undertaken to develop reliable 
ost data on the Cuban sugar in- 
justry. The Government is com- 
pleting a study of sugar production 
sts to determine whether sugar- 
ine growers are justified in’ the-r 
lemands for a 55 per cent share !n 
the proceeds of the industry, instead 
yf their current 48 per cent. To 
upplement this inquiry the Ministry 
of Agriculture has created a com- 
mission to study the cost of the 
facilities necessary to move sugar 
from mill warehouses to ships at the 
ports. 


Guaranty Survey, New York, September 
198? 


Egypt Under the Cotton 
Slump 


fur outbreak of Korea brought a 
boom to Egypt. Proceeds of her 
tion exports in 1950 were £E.150 
nillion, 40 per cent over those of 
1949: and in 1951 these proceeds 
rose a further 10 per cent. Her 
balance of payments resulted in a 
surplus of £E.11.4 million for the 
second half of 1951, and a surplus 
of £E.12.2 million in the first half 
of 1951. 

But the present season saw a 
marked decrease in cotton exports, 
resulting in a deficit of £E.31 mil- 
lion in the balance of payments for 
the second half of 1951. Between 
September 1, 1951, and June 15. 
1952, exports of cotton amounted 
only to 3.7 million cantars, as 
against 6 million cantars during the 
corresponding period of the previous 
season. Government efforts to 


stimulate exports and to arrange 
barter deals were not wholly suc- 
cessful. There was a high degree 
of uncertainty owing to the violent 
disturbances in the futures market, 
the repeated intervention to support 
prices, and the doubts about the 
level of premia for tenderable 
grades. Thus, cotton exports fell by 
24 millon cantars below the pre- 
vious year, and, consequently stocks 
on June 11, 1952, totalled 4.5 muil- 
lon cantars as against 2.4 million 
it the same date of last year. The 
Government ho!dings of 1.2 million 
cantars approximately are likely to 
increase in the course of the follow- 
ing few months when the Govern- 
ment purchases the remaining 
quantities of the current crop at the 
basic rates of 125 tallaris for Kar- 
nak, and 72 tallaris for Ashmouni, 
unless exports are stimulated by the 
repeal of the export tax in respect 
of exports contracted for between 
May 19 and the end of the season. 

Exports have since improved, 
Snce the demand for textiles in 
Western Europe and America has 
lately shown signs of revival. The 
Government will continue to pur- 
chase cotton on its own account. 
financing such purchases by two 
med‘um-term loans to be subscribed 
by the banks and the public. When 
the proceeds are pa‘d to farmers and 
merchants, bank balances will rise. 
but correspondingly advances on 
crops and other securities are likely 
to drop. 

Egypt is so dependent on the cot- 
ton market that the recent slump 
affected all sectors of the economy. 
The market value of securities on 
her stock exchanges dropped by 
fFE.10 million during 1951. There 
were, of course, many other in- 
fluences——tension in the Canal Zone, 
the events of January 26. But the 
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decrease in the national income 
from cotton, and speculators’ fears, 
drove values down heavily. The 
level of wholesale and consumers’ 
prices has been on the decline since 
January 1952, especially for cereals, 
building materials and textiles, and 
the black market in certain com- 
modities has almost disappeared. 
Producers have been c!amouring 
for Government interference to ease 
the situation. They urge the financ- 


SNAPSHOTS 


* 4 fk k * * * * * * 


Overseas investments of the UNITED 
STATES, including 
totalled $1.666 million in 19S] In the 
first six months of 1952. direct invest 
nent alone was running at a vearly rate 
of S1.000 million Two-thirds of Amert 
in foreign investment is in the Western 
ind the trend is now away 
and more towards 


uring and distri- 


re-invested carnings. 


Hemisphere 
from the otl industries 
ther minting, manufact 


bhutive industries. 


Textiles accounted for 46.5 per cent of 
JAPAN'S exports in 1951; cottons alone 
:mounted to 27.3 per cent. But this is 

drop from 1947, when textiles were 
75.5 per cent, cottons teing 59.4 per 
cent. Non-textile exports have increased 
relatively and  absolutely-—metals and 
metal products. which made up only 8 
per cent of exports in 1947, are now 
22.8 per cent. and in value they have 
risen 22 times over the period. 

A tig bank merger has taken place in 
W. GERMANY The three new “Suc- 
cessor Banks” are: Deutsche Bank, 
combining “Land” banks in Hamburg. 
Dusseldorf and Munchen; Dresdner 
Bank; and Commerzbank, the last two 
combining two sets of three commercial 
banks in Hamburg, Frankfurt and 
Dusseldorf. Total assets of all groups: 
7.859 million DM (£670 million). 


The internal national debt of BRAZIL 
will be 


CruZCITO 


million 
mssue 


doubled by a 


(£200 million) 


10.000 
tond 














DIGEST 


ing of the Egyptian Industrial Ban} 
to enable it to meet industrial de 
mands for loans. They recommen 
restrictions on new. spinning and 
weaving factories. They want mot 
protection, subsidies for exports, re 
strictions on machinery imports, and 


a “Buy Egyptian Act” for Gov 

ernment purchases. 

Economic Bulletin, National Bank 
-evpt, Cairo, | ol. ¥V, No. 2, ¥952 


planned over the next five years. Part 
of the issue will be absorted by com 
pulsory loans from individuals anc 
tusinesses with large income tax labil 


ties. 


Bank advances in BRITAIN, as classi 
jied by the British Bankers’ Association 
show the following changes over the year 
August 1951—-August 1952: Mining. 
metals and engineering now take 10.7 
per cent of all advances as against 7.1 
and have risen from £139 million a 
a quarter to £197 million. Textiles take 
4.9 per cent as against 5.5 per cent. and 
the heaviest drop is in advances to wool 
industries. Retail trade. entertainment 
and building advances remain. steady 
Advances to stockbrokers, other financial 
operators, and to the group known as 
“personal and professional” — have 
dropped from £650 million a quarter to 
£575 million, and from 33.3 per cent of 
total to 31.2 per cent. Total advances in 
the August 195] quarter were £1.964 mil- 
lion; in the August 1952 quarter, £1.847 
million—-a drop of 6 per cent overall. 


A new oil-field has been struck one 
hundred miles south of Teheran, in 
IRAN. The government-owned National 
Iranian Oil Company is considering the 
erection of a refinery, which will elimin- 
ate the 650-mile rail journey from 
Abadan to Teheran, where most of the 
oil products are consumed. 


Sources include: Journal of Commerce, 
New York; Handelshlatt, Dusseldor rr 
Manchester Guardian; Financial Times, 
London; Bank of the Manhattan Com- 
pany, New York; Department of Com 
merce, Washington; Eastern Economist. 
New Delhi. 
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Defence of the British Classical Economists 


by PROFESSOR LIONEL ROBBINS (LONDON UNIVERSITY) 


The theory of economic policy of the leading English classical economists 

has been gravely misrepresented in contemporary discussion; Professor 

Robbins directs us back to the original writines to discover whether the 
taunts and jeers are justified 


* WHEN I began to study economics, 
thirty. years ago,” says Professor 
Robbins in the first of this series of 
lectures, “some acquaintance with 
the history of economic thought was 
usually deemed to be a desirable 
part of the equipment of the econo- 
mist. (Now) this kind of knowledge 
has come to be regarded as a very 
unimportant embellishment.” 

Any student today will know this 
to be true, but he may not be aware 
of the reason. It is because the sub- 
ject has broadened in some ways 
and contracted in others. It has 
broadened since “everybody tried 
to get into the act ’—the profession 
of official and unofficial economic 
adviser is an overcrowded one in 
these days when everyone, if not a 
‘socialist. now,” is certainly an 
economist now. It has contracted, 
in that the subject has got divided 
(and not only in university curricula) 
into watertight compartments: as 
we now have “ gas accountants,” we 
also have “gas economists.” The 
result of both these movements has 
been that what passes for a course 
in economics these days can well be 
described as the * Ten Best Theories 
and How to Remember Them for 


‘The Theory of Economic Policy in 


Examinations.” True, in passing 
there must be a _ reference to 
Ricardo’s Marginal Land, and one 
of the oddities connected with rate 
of interest or with wage-theory; but 
the tendency is to dismiss the 
ancient prophets with “ Of course it 
was not possible for Malthus to 
foresee .. .” or “ We now know that 
Ricardo was wrong, but it is inter- 
esting, isn’t it?” 

In the rush to keep up with the 
latest statistics, and the increasingly 
difficult econometrical theory. the 
classical writers have been bundled 
into a corner. * Their place has been 
taken by a set of mythological 
figures, passing by the same names. 
but not infrequently invested with 
attitudes almost the exact reverse of 
those which the originals adopted. 
These dummies are very malignant 
creatures indeed. They are the tools 
or lacqueys of capitalistic exploiters: 
they are indefatigable opponents of 
social reform.” 

It is the purpose of this book to 
expose the falsity of these accusa- 
tions, and the author brings an 
overwhelming weight of chapter, 
verse and quotation to bear on his 
defence. Even should this book not 


English Classical Political Economy,’ by 


Lionel Robbins, Macmillan, London, 15s. 
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convert the reader (a hardened 
reader he would have to be, too) it 
remains a masterly symposium of 


what the classical theory was. in the. 


words of its first proponents. 


Static or Dynamic? 

One of the most usual accusations 
against the classical writers ts that 
the classical theory was essentially 
static, a neat, balanced “ model.” 
But it is clear from a re-reading ot 
the originals that “if they had been 
confronted with the sysiems of this 
sort, they would have had some 
hesitation in acknowledging a nea? 
family relationship. Their concep- 
tion of the mechanism of the System 
of Economic Freedom was surely a 
conception of something more rough 


and ready, something much more 
dynamic and real than these ex- 
quisite laboratory models. Their 


claim was not so much that the sys- 
tem of markets was always tending 
to some refined equilibrium adjust- 
ment, but rather that it provided a 
rough pointer and a rough discipline 
whereby the tumultuous forces of 
self-interest were guided and held in 
check.” 

The classical English theory was 
not a “ harmony ™; in fact, optimism 
was not the classical writers’ strong 
point, and they did not believe in 
any inevitable identification of in- 
terests. Adam Smith was particu- 
larly realistic in this sense. He took 
a poor view of the business com- 
munity: “Our merchants and mas- 
ters complain much,” he says, “ of 
the bad effects of high wages in rais- 
ing the price, and thereby lessening 
the sale of their goods both at home 
and abroad. They say nothing con- 
cerning the bad effects of high pro- 
fits.” And again: “People of the 
same trade seldom meet together. 


even for and diversion, 


steed d shall 


ECONOMIC 


Adam Smith 


DIGEST 


but the conversation ends in a con 
spiracy against the public, or 1 
some contrivance to raise prices. 
capitalist lacquey 

Nor did these writers ignore th 
existence of crisis or stagnation of 
cyclical phenomena as being the 
parts left over after assembling th 
mechanism. Listen to J. S. Mill: 

“It is obvious that periods oO} 
‘brisk demand’ are also the periods 
of greatest production: the national! 
capital is never called into full em- 
poyment but at these periods. This, 
however, is no reason for desiring 
such times: it is not desirable that 
the whole capital of the country 
should be in full employment. For 
the ca'culations of producers and 
traders being of necessity imperfect, 
there are always some commodities 
which are more or less in excess as 
there are always some which are 
in deficiency. If, therefore, the whole 
truth were known, there would al- 
ways be some classes of producers 
contracting, not extending, — their 
operations. Tf all are endeavouring 
to extend them, it is a certain proof 
that some general delusion is afloat.” 
Professor Robbins remarks that in 
these terms the classical theory has 
a surprisingly modern flavour. 


Role of the State 


Another assumption made about 
the classical writers is that they rele- 
gated the role of the State to that 
of a mere “ night-watchman.” The 
writings controvert this in no uncer- 
tain manner. 

Hear Adam Smith: “(The state 
has three functions: ) first. the duty 
of protecting society from the vio- 
lence and invasion of other inde- 


pendent societies; secondly, the duty 
of protecting, as far as possible. 
every member of the society from 
the injustice or oppression of every 








her 
Luly 
{ain 
nstit 
for tl 
mall 
ind 
oulc 
Be 
* arc 
WFIte 
(‘ode 
oud 
{ Lop 
Mint 
Pr 
Le 
At 
Nz 
Pr 


rule 
thro 
the 

extr 
the 1 
they 
rugeg 
** Bi 
gine 
and 
still 





ate 
UL 
i0- 
de- 
Ut 
le. 
ym 


DEFENCE OF 


her member of it -and thirdly. the 
luty of erecting and maintaining cer- 
iin public works and certain public 
nstitutions, Which it can never be 

for the interest of any individual, or 
| mall number of individuals, to erect 

ind maintain: because the 
ould never repay...” etc 

Bentham, regarded by some as the 
‘arch-criminal” of the 

wrote a“ Constitutional 
Code,” now rarely read, in which he 
utined the structure of a practical 

Utopia. Here is his list of Cabinet 
f Ministers: 

Prime Minister; 
Legistation Minister; 

Army Minister; 

Navy Minister; 

Preventive Service Minister 

(Fire, Police, etc.): 

Interior Communication Minister; 

Ind:gence Relief Minister; 

Education Minister; 

Domain Minister; 

Health Minister; 

Foreign Relations Minister; 

Trade Minister; 

Finance Minister 

This hardly squares with the con- 
temporary idea of the Jarsser-faire 
suite. 

VIcCulloch on Relief 

In the preface to his * Principles.” 
McCulloch has this to say on what 
has been called 
dividualism ”: 

* It may be laid down as a general 
rule that the more individuals are 
thrown on their own resources, and 
the less they are taught to rely on 
extrinsic and adventitious assistance, 
the more industrious and economical 
they will become. Thus far, 
rugged enough; but if we go on: 
* But, even in mechanics, the en- 
gineer must allow for the friction 
and resistance of matter; and it is 
sull more necessary that the econo- 


profit 


classical 


Vrilers, 








since ‘rugged = imn- 
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mist should make a corresponding 
allowance, seeing that he has to deal 
not only with natural powers, but 
with human beings enjoying politi- 
cal privileges, and imbued with the 
strongest feelings, passions and pre- 
Although, therefore, the 
general principle as to self-reliance 
be as stated above, the economist or 
the politician who should propose 
carrying it Out to its full extent in all 
cases and at all hazards, would be 
fitter for bedlam than for the closet 
or the cabinet.” J. R. McCulloch 
hard-fac:d man... 

And Senior (chiefly remembered 
for his * get tough ” policy on Poor- 
houses) is even stronger on this sub 
“It appears to me that that 
most fatal of all errors would be the 
general admission of the proposition 
that a government has no right to 
interfere for any purpose except for 
that of affording protection.” 

As for a theory of state-powers 
based on so-called “natural laws, 
self-evident and = irrefrangible, let 
Bentham speak for the classicals: 
natural and im- 
prescriptibte rights, rhetorical non- 


Sense 


judices 


1ECt: 


. . 1 + 
simple nonsense, 
nonsense on stilts.” 


Hume on Property 

The classical writers are often ac 
cused of defending the status que 
particularly in the field of property 
Certainly these writers explained the 
rise of property, and even found vir- 
tues in its existence. But they were 
far from losing sight of the draw- 
backs of a property-system; and as 
for perpetuating the existing distri- 
bution of property, let Hume speak : 

“Whenever we depart from 
(equality of distribution), we rob the 
poor of more satisfaction than we 
add to the rich, and slight gratifica- 
tion of a frivolous vanity in one in- 
dividual frequently costs more than 








502 


bread to many families (but) 
ideas of perfect equality are really 
impracticable, and were they not so, 
would be extremely pernicious to 
human society. Render possessions 
ever so equal, men’s different degrees 
of art, care and industry will im- 
mediately break that equality.” 
Moreover, tt would need a most 
V.gorous inquisition to watch every 
inequality on its first appearance and 
‘so much authority must soon de- 
generate into tyranny.” 

We are reminded here of Adam 
Smith’s objections to the tyrannical 
‘inquisition ” necessary for the per- 
fectly progressive income tax. The 
price of many desirable things was 
feared by the classical writers (and 
with some justification) to be just 
the tyranny most repellant to the 
thoughtful man, the tyranny of the 
“ Holy Average.” 


Condition of the People 

We could multiply the number of 
quotations from the great writings of 
early English economists which are 
here deploved like heavy artillery. 
But we must return to Professor 
Robbins’s main thesis. This is that 
these economists have for too long 


ECONOMIC 
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been misunderstood and misrepr 
sented, and nowhere more than 
where they deal with the “conditio 
of-the-people” question. 

Far from being apologists for 
capitalist state, close-closeted with 
the landlords, the fund-!ords and t! 
ironmasters, they were realist 
Their every example is drawn from 
the hurly-burly of the market. The 
fact that they described what the 
saw, and sought to find explanations 
for all the phenomena, has led man 
commentators to assume that ever\ 
phenomenon had their approva 
This is far from being the truth. 

This book deals faithfully and 
thoroughly with what the classica 
economisis had to say on price-fix 
ing, On population, on trade unions 
on investment. It does not add up 
to the picture as drawn by their de- 
tractors. As a last instance, here ts 
a sentence from a_ letter from 
Ricardo to Trower: 

“ Manufacturing labour is also 
fully employed, but the masters say 
they do not get their usual profits 
by ‘usual’ I suppose they mean un- 
usual and exorbitant profits.” 

Well. really, Mr. Ricardo! 

A. B.C. 


JAPANESE DEBT SETTLEMENT 


Settlement has been reached in New York as to repayment of the out- 


standing Japanese debts to foreign 


countries since 


1941. Full interest 


arrears are to te paid, maturity dates being extended by ten years, in the 
case of sterling loans payable in sterling, and by fifteen years. in the case 


of loans with a currency option. 


The total amount outstanding of nominal 
principal is £61,070,000; arrears of interest total £33,930,000. 


By far the 


largest issue is the 5 per cent loan of 1907 (£17.909,000) on which interest 


arrears come to nearly £10 million. 


fulfilment of the currency option 


Next is the 6 per cent loan of 1924 
(£10.498.000) on which interest arrears are £7 million. 


The question of the 


i.e., the clause in some loans which 


allowed holders to say in what currency they required repayment (dollars, 


for mstance? ....) 
Japan and the U.K. 


has not yet been settled. and awaits talks between 
The 1907 loan has such a clause. 


Financial Times, London, September 27 and 29, 1952. 
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World Rice 


Outlook : 


$03 


No Improvement 


haps the only answer to the problem of rice production is international 


sulfation 


For the fate of milltons hanes on the output of the paddy 


fields 


fit 1951/2 world output of rice ts 
tt likely to show any improvement 
ver the previous year’s estimate of 
54 million metric tons, and in fact 
may be lower. The area devoted 
rice culture is, however, rising, 
wointing to declining yields. There 
ll be no larger exportable sur- 
pluses from Asia, although non- 
\sian sources have raised their out- 
yut and their exports. 
WORLD RICE PRODUCTION 
(Thousand metric tons) 


Prewar 1949 1950 
(hina §0.065 44.500 47.000 
India ... 32.209 34.709 32.000 
Japan 2 YESOP 28:660 F2:005 
Pakistan 11.169 12,403 12,005 
Burma . 697] 5.170 5.400 
Siam 4,357 6.683 6.018 
Brazil . JE365 2 980 2,995 
World 
Total 149.260 151,000 153,800 


In the Near East, South America 
ind Oceania, the 1951/52 rice crop 
has been smaller than the preceding 
crop; in North America and Europe 
it is larger. But these regions to- 
vether only produce about 7 per cent 
of world total. The rice area in 
Brazil has been reduced consider- 
ably, owing to the greater profit- 
ability of growing cotton. 

In 1951 only about 4.8 million 
tons were exported from all sources: 
this is about half the pre-war trade. 
[hree-quarters of the exported rice 
comes from Siam, Burma, Viet-Nam 
ind Cambodia. 

The present critical rice situation 
in Asia ts well illustrated in postwar 
trade trends. Before the war about 
S per cent of Asia’s rice production 


From Monthly Bulletin, Food and Agricultural Organisation, Rome, Vol. 1, 
and Bancaria, Rome, 


July, 1952, 


entered international trade; today 
the. proportion is only 2 per cent of 
a somewhat smaller output. This 
change reflects smaller production in 
exporting countries (excepting Thai- 
land) and larger domestic consump- 
tion in those countries. Taiwan's 
rice output has risen above pre-war 
but exports have been small, while 


Pakistan’s exports to India have 
diminished considerably. 

The importing countries, faced 
with growing requirements and 


smaller imports, attempted to fill 
the gap by expanding domestic rice 
production. The two countries most 
heavily dependent on imports, Cey- 
lon and Malaya, have extended the 
area under rice with limited results 
India has done the same: even so 
there have been serious shortages in 
vears of bad harvests. Japan, in 
spite of population growth, has had 
to be satisfied with considerably 
smaller rice imports than before the 
Wal. 

There have also been important 
changes in intra-regional trade. 
Japan, which before the war ob- 
tained nearly all its rice imports 
from Korea and Taiwan, was sus- 
tained in the early post-war years by 
heavy wheat imports financed by 
American aid. Before the war India 
imported most of its rice from 
Burma, but in recent years it has 
had to compete for Thai rice and 
to purchase other grains from Wes- 
tern countries 

(Also see Economic Digest, June, 
1952, p. 255, where the problems of 
rice in the British Colontes and 
India are discussed.) 

No. 3 


April, 1952 
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Gloomy Report on Europe 


INDUSTRIAL cmployment and pro- 
duction as a whole stagnated or fell 
in nearly all big Western European 
ndustrial countries. Unemployment 
increased slightly. Consumption con- 
tinued to decrease, despite a high 
level of imports, while exports 
marked time. 


Progress in soiving the French and 
British dollar scarcity problems may 
be partly at the expense of other 
West European countries. Shifts in 
European Payments Union balances 
are attributed to the decline in 
volume of intra-European trade. Ex- 
cept for West Germany, all E.P.l 
creditors reduced their current rate 
of surplus. 


Although European exports to 
North America are still 60 per cent 
higher than during the half-year be- 
fore Korea, their continuing low 
share in the total of European ex- 
ports and their recent weakening 
tendency afford litthe encouragement 


POINTS AND POINTERS FROM 


CONSUMPTION MARKET 
IN EUROPI 

The stagnation in nearly all 
branches of the retail trade and 
actual depression in some, which be- 
gan in mid-I9S1, has shown little 
signs of improvement. Durable 
goods were of course the worst hit, 
and of these textile sales continued 
to suffer most. In at least twelve 
Western European countries, con- 
sumption of clothing and household 
goods appears to have been actually 


From Bulletin for Europe 


for hope that the dollar short 
may be relieved by increased 
stable dollar export markets. 


On the brighter side, Europ: 
harvests promise to be large en: 
to allow a decrease in dollar 
imports without further redu 
or liv.ng standards. 








Steel output in the Western | \ 


ducing countries with the exceptior 
of Belgium and Luxembourg ha 
continued the upward trend of thd 
first quarter of 1952 over that 
the final quarter of 1951. Coal 
put increased sullic:ently to mak 
possible rapid curtailment of Am« 
can imports. 


In f£astern Europe, the scarcity 
bas'c materials, in spite of increas 
in their production, appears to st 
from the ruthless pressure to 
crease output of the metal industri: 
as part of an ambitious defence a 
investment programme. 


THE REPORT 


lower in the first quarter of 195. 
than two years earlier, before th 
Korean buying spree. 

It is no longer possible to expla 
the slump in expenditure on durabk 
goods as the inevitable sequel (prc 
cipitated in some countries by 
tightening of the credit screw) | 
consumers’ earlier rush to buy whe 


the going was good. It is not 
worthy that in several countrie 


(Belgium, Denmark, Sweden) eve 


food consumption appears to have 


, Economic Commission for Europe, U.N., 
September 19, 1952 
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1 less in the first months of 1952 
r . .F > rans a neriangd ri 

ll In the correspond ng peric QJ 

\i ) , “y . savher ‘ » 

4), and that, even when this 1s not 


ce .Casé, the level Was generally 
wer than it had been in the first 
ruarter of 195] 
Sales of shoes and leather goods 
general have, however, revived 
it. 


tably in Belgium, 
ds, Germany and Itaty 


OUTLOOK FOR BRITAIN 
lr is doubtful whether the tighter 
f credit in the United Kingdom 
he attributed to a return to a 


monetary policy The 


( 


lassical 
Government has deliberately insu- 
lated house-building from recent in- 
reases in interest rates It has 
moreover, shown clearly, by its (ad- 
mittedly small) purchase tax conces- 
ons to the hard-hit textile and 
Irniture industries, that it Is not 
ling lightly to allow large-scale 
unemployment in any sector of the 
onomy, Whether caused by a hard 
honey policy or by other factors 

The main achievement of the 
dearer money policy so far has pro- 
hably been in helping to stem the 
outflow of capital from the United 
Kingdom. It has thus helped to 
vive a respite on the ba'ance-of- 
payments front. But from this point 
f view it may prove to be, like the 
Prench Government's go'd loan. an 
expedient not without some risk in 
that it encourages speculators to put 
up the price they feel entitled to for 
demonstrating willingness to hold 
the currency 


¢ 


OUTLOOK FOR FRANCI 
The Pinay experiment. thanks 
partly to the vigorous publicity 
which has been one of its most 1m- 
portant elements, has so far pro- 
duced substantia! results in stopping, 
at least temporarily, the cumulative 


REPORT ON FIUROP! $05 


price-wage spit Th ‘ nf 
ng was brought dowr four f 
¢ rl be VCeCT I Orudl ind Jun 


Recently, 
the first time for 17 years, fixed at 
a level no higher than that of the 


previous yeal 


i 

The budgetary position in France, 
however, remains very tight. There 
Is NO Margin in which to accommo- 
date unforeseen increases in current 
expenditure or to finance possil 
shortfalls in lax receipis OF defe: 
aid \lreac \ the Treasury has 
curred a further, though admitted 
small, charge on its receipts throug! 
the extension of the policy of 
dizing exporiers which was | 


by the Faure Government 


arv. Ail in all, it seems that litt 
of the loan proceeds will be avail 
ble to unfreeze the investment 
red ts blo k »d i? M irch 
WORKERS’ TAXES AND FAMIL' 
ALLOWANCES 
Today, direct taxes paid by th 
worker a icant in ali th 
countries of Western Europe. e cept 


the Government 
on indirect taxation 
When the worker has three children. 
however, the family allowances paid 


in most countr more than offset 


the taxes 
Family allowances have — beer 
greatly increased in France and 


Italy; by now all countries in Wes 
tern Europe except Western Ger 
many have some kind of family al- 
lowance system. In France, the a 
lowanee for three children almost 
doubles the wage paid by tl 


nlover 


\s for the taxation effects, al- 
‘ ] “ 
though income tax is generally 
‘ progressive ” in all countries, the 


social security contribution ts re 


eressive,” and the combined effect 








a) pee ee | 
the (WoO taxes iS that 


amount of taxes less 
famuy allowances forms a progres- 


' 
NM each coOun- 


ry the direct 


ive portion of income he per- 
centage of income retained by the 
single worker fails away most 
rapidly in the U.K. Holland. Swe- 
fen, Austria and Switzerland. But 
the disincentive effect of progressive 
taxation is likely to be less than is 
froavipey tly SUDDO ed 


France’s Fight 


lik government of M. 


Antoine 


Pinay came to power in March, 
1952. commitied to stabilise France's 
nflauon-r.dden economy and = de- 
fend the INC Attempis to freeze 
or lower domestic prices were 
‘eeted with considerable CepuUc ni 

M. Pinay has won otabte gain 
no his fight inst inflation, but he 
sul faces formidable diificulties. 
The index of consumers’ prices in 
Paris, based upon 200 articles of 
urrent family use. has declined 
from 148.1 per cent of the 1949 
average in March, to 142.8 per cent 


July. The decline from June to 
July, however, was the smallest since 
M. Pinay took office. 

In July, wholesale food prices 
rose 9 per cent as the result of a 
serious epidemic of foot-and-mouth 


disease and a drought in recent 
weeks. The rise in the food prices 
was the chief factor in an advance 


of four-fifths of one per cent in the 
Wholesale price index, which has not 
yet been reflected in retail prices and 
the cost of living. In order to offset 
these incr the 


ese increases Government is 


From Guarant 


Seprenther, 1952: 


Survey, New 


KOONOMIC 


York, 


and Le Monde, Paris, 
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Incentives to work are likely to | 
reduced not so much by the tax, a 
by the complications surrounding | 
Simpler tax systems may have mor 
advantageous results than reduce 
rates. Further, the  disincentis 
effect of taxation can apply only t 
with full employment 
since otherwise it is demand and n¢ 
supply which determines the amount 
of work performed. 


COUNTrIes 





to Freeze Prices 

seeking to intensify its pressure for 
reductions in industrial prices, not 
ably on textiles and leather goods 
Gold and black-market currency 
prices, Which reflect the varying 
state of confidence in the stability 


of the franc, rose in Paris markets 
eariv in August. 


In accordance with a new law 
providing for a sliding scale of mini- 
mum wages passed by ‘he National 
Assembly before it adjourned for 
the summer, if the index of con- 
sumer prices rises by 5 per cent in 
any four-month period the minimum 
wage will be automatically increased 
S per cent. This is regarded as vir- 
tually assuring a like increase fot 
workers higher in the salary scale 


Few Shoppers, Many Shops 


Industrial output has tended to 
slow down somewhat in_ recent 
months. Factors contributing to the 


recession include buyers’ resistance, 
credit and import restrictions, a tex- 
tile crisis, and a decline in foreign 
orders. The index for industrial out- 
put, which stood at 152 per cent of 


September, 1952; New York Times, 
August 26, 1952 
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RANCE’S FIGHI 


and 
diith 


1938 


average in January 
February of this year, declined 
\} in April and 150 in June. 
Some blame may rest with the 
irge number of shops in France 
1945 over 116.000 new shops 
ave been opened, and there is one 


vholesaler to every SIx retailers. 


to 


Nin » 
i 


FRANCE’S INDEX IS SUSPECT 
After enjoying an E.P.U. surplus 
$21 million tn June, France suf- 


fered a deficit of $23 miullion in 





\ugust. Her adverse balance of 
f trade in the first half of 1952 totalled 
329 billion francs, as against 155 
billion in the same period of 1951. 
Her dollar exports declined by 24 
per cent from May to June, despite 
increased industrial output. Owing 
to heavy imports of grain and 


Efe PRICES S07 


eased } “a oe ‘ f = 
metas nel NAIAARCE Ol trade Ce- 

. f a" = . : . 
teriorated even further over the sum 
mer. 


The downward trend of prices 
which had lasted since February was 


reversed in the latter part of June 





The index for August stands at 
144.8 (1949-100); if and when it 
reaches 149 a sliding-scale of wages 
comes into action and acute infla- 


! + rm > 4 2orls 

tionary developments are then nearly 
21 hie 
inevitable 


The index figure 1s moreover sus- 


pect, sink t fails to include the 
pr.ces of for d and y ib The 
latter have skyrocketed, in the last 

or so rising 70 to 80 per cent 





Since 60 per cent of the average con- 
sumer’s spending is on 


the importance of the missing prices 


£ yh} 
foodstuffs, 


is critical. 
Economist, Londor September 13, 


There are two official indices used to indicate consumer prices in Paris 


The main index, mentioned in the ab: 
family consumption with March, 1949 


VE articles, is based on 213 articles of 


100. The average index for 1950 


way 111.2, the average for 1951 was 130.1. Recent monthly indices wer 


May 144.5, 


average was 


part reflected. 


PLAN 


iVe Vears 


PROGRESS OF 
During the last 


bring up to date 


The plan for 


June 143.1, July 142.8, August 144.8. 
11 food articles, to the same base month and year 
110.6, the 1951 average 
Vav 139.0, June 137.0, July 136.9, and August 139.6 


rO MODERNISE 
France has 
all her means of production 
enormous and her resources pitifully smal 


the modernisation o 


second index is oO 
*e 

For this the 

19 — — ; Mi by . “2 

128.0, and recent tndices were 


eh ; 
So food rises are in 


The 


Was 


FRENCH INDUSTRY 
heen striving to re-equip and 
In 1945 her needs wer 


was drawn up by a special! 


Franc: 
rance 


apyointed Commissariat in consultation with the heads of Fusinesses, trade 
unions, and government representatives. The Commissariat first established 
the ultimate aims and then set out to provide the tools for realising them 
giving top priority to the basic sectors of the national economy. The next 
step was to ensure that individuals and firms made ful! use of the resources 
illotted to them, and likewise themselves made the biggest pe ble cont 


bution of capital and effort 
Achievements to date have p 
authors of the Plan tn their count 
and 1951 new investment in 
frances or roughly £2.300 1 





American aid and the balance 
public and private enterprise, many 
helping to foot the bill. 

M. Jean Monnet, “ According 


, 


Autum, 


oved that 
yinien 
I rench 
nillion. Of 
was provided by the modernisation fund tnciuding 540.000 mi 
more 


thousands of 


O Plan,” Proeress, the Unileve) 


the confidence placed by thi 
Between 1947 
10) million 


was not misplaced 
totalled 2.300 
1.030.000 





economy 


this amount 








haif-—was supplied by French 


ndustrialists and farmer 


than 
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Troubles of U.K. Transport 


by PROFESSOR C. F 


in expanding activity 
making adjustment easter): 
and it is mostly by road: and some 
5 per cent of the “activity” of 
ransport is organised as an ancillary 
to some other activity. “It is most 
iniikely that the ownership of an- 
lary vehicles have devel- 
point if it were not an 

cent way of organ.sing transport 
[here is no evidence that it wou'ld 
ve advantageous to break it down. 
It follows that the possible field for 


public ownership of the car: 


VOU 


4 


lage of 
eoods by road is only a minor part 
f that activity.” 

The discussion of transport pro- 
blems in the past year has concen- 
(rated on organisation and owner- 
ship, and has avoided the funda- 
mental issues, which are: the reta- 
tion of charges to costs; the probtem 
of public obligation: and the pran- 

ples of taxation of road transport 
In theory. the charge for an item 
f transport shou'd be proportional 
) the cost of providing an extra unit 
flow of transport service of that 
type, when the system has been fully 
:dapted to supply the extra services 
ffectively and conventently. The 
ratio of two charges should ecual 
he ratio of costs, taking no account 
f interest on the cost of “ per- 
manent’ assets such as the road 
bed. The difficulty of costing trans- 
port services is very great, and the 
results must be in part arbitrary. 

On the railway, enough is known 
to show that the present pattern of 
harges not only bears no relation 


from Address to Economic Section 


CARTER (BELFAST) 


but often works the other 
way. On the road, the difficulty ts 
to find a true economic cost when 
taxation is so important. The “cost” 
of the roads should for our purposes 
mean the cost of maintaining and 
improving them so that next year 
they can carry traflic as speedily and 
safely as this year: with road 
vehicles increasing in number by 5 
per cent per year, this cost would 
much exceed the sums at present be- 
ng spent on maintenance. 

\ National Roads Council is 
needed, charged with the duty of 
idvising on road development and 
of keeping running estimates for five 
vears anead of the least expenditure 
necessary to maintain the roads and 
io adapt them to expected traffic re- 

renis. Part of the taxation of 
road vehicles should be segregated 
as a Roads Tax, paid into a revived 
Road Fund, which would be autono- 
mous and would carry forward 
balances from year to year. The 
Fund shou'd receive what the 
National Roads Council estimates 
to be the proper sum to be spent 
on the roads——-whether or not the 
economic situation = allows _ th’'s 


amount to be actually spent. 


tO COStS, 


Fearsome Public 
A more fearsome dragon now lies 
in our path, called the Public, who 
are supposed to insist on various 
uniformities which flatly contrad:ct 
the principles we have been discus 
sing. Thus rail passenger fares are 
be proportional to d's- 


Ee a 
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British Association, September 9. 1952 











TROUBLES OF U 


e. whereas they should be 
yered. Uniformity of rates over 
he whole of a public organisation's 
stem prevents any reflection of the 
irge. differences in cost between 


K. PRANSPORT SUY 


taxation of those parts of transport 
which have the privilege of 
ing their traffic. 

The proper taxation of road trans- 
port thus has four parts: the genera! 
Chancellor: a 


choos- 


ther ferent routes. requirements of the 

ty is \fter traders have chosen to carry tax on petroleum, as long as the 
vhen vhat Is convenient to them in their = state of the balance of payments 
ost” wi vehicles, and road hauliers have deemed more grave than the coa! 
oses preference to profitable traihc, supply; a roads tax; and a levy on 
and ommon carrier by road or rail those not accepting public obliga- 
vear left with the odd lots, the awk- tons. 

‘and ard cross-country journeys; in par- 

road lar the railways are left with pre- 1 think we need a_ cooling-off 
- sely the traffics which economi- period, to help Transport to recover 
ould ally they are least fitted to handle. its commercial common-sense after 
t be- if we reject any solution to this pro- a surfeit of politics: and the best 


1 is 


b'em which involves forcing users 
io use a particular kind of transport. 
there seems to me to be only one 


cooler would undoubtedly be a 
veighty Royal Commission, charged 


with the duty of giving the whole 


y of solution; substantial differentia! matter up-to-date and careful studs 
and 
five 
ture 
and 
. Te. 
aye TEN, TWENTY, THIRTY, FORTY, FIFTY YEARS AHEAD 
I ( 
sani? All the most likely estimates of the future population of Britain sugge 
ived that, at least for the next 25 years, and probakly till the end of the centur 
OnNO- the total numbers will remain virtually ‘stable at around 50m. It is only 
vard family sizes fall appreciably that there will Fe any consideratle drop; and 1 
The would require a drop of 20 per cent in family sizes to produce a reduction 
toe in the population to 40m. by the year 2.000 or thereabouts. But age dist: 
(he bution will alter very considerably. In ten years’ time the working popula 
ates tion -those Fetween the ages of 15 and 65-—-will be virtually the same as it 
pent was in 1947--33.5m. against 32.8m. 
the Unless there are some startling changes in trends, the number of peop! 
over 65--a class which has already doubled as a proportion per 1.000 of 
tn's om population since I1911--will increase by 40 per cent Fefore 1977. It 
nortality rates fall, the preponderance of old people in the population may 
prow even faster. 
Internally this will create all sorts of naew protlems which have so far 
a only been studied in the sketchiest fashion. For example, the Budget will 
; have to bear a huge load of pensicns; there will be problems of employ 
who ment created both by the excess of old people and by the relatively few 
ous people seeking new jobs at any one time. For the voung the political pres 
dict sure of the old may -ecome a factor to be reckoned with. But the greatest 
problem of all is: The proportion of workers to consumers ts likely to fall 
CUS just at the time when weerial forces are likely to make life in the United 
are Kingdom more expensive in real terms. Where is the necessary increase in 


d's- productive power to come from to pay tor a constant volume of imports 
at ever-rising prices? 


} 


Financial Times, London, September 30, 1952 
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World Payments Outlook Brighter 


pected to improve in 1983, 
owing to a continuing reduction in inflationary pressures and 
gradual development of a merited stream of investment towards 
the under-developed countries. The Western European nations 
have absorbed their latent inflations. The prospects for success 
in the current revival of monetary policy are good-—-provided 
that it is supplemented by strong national budgets and by direct 


The world payments situation is ex 








controls where necessary. The steady flow of investment toward | 
the under-developed countries must continue; but if this invest- 
ment is not to be merely a euphemism for gifts, the under- 


developed countries must create, as did the under-developed 


countries of vesterday, conditions which will attract lenders, and 
make them profitable to investor and borrower alike 


IMPORTANCE 


\N aggravating factor in the recur- 
rent balance of payments crises of 
post-war years is the inadequacy of 
international reserves. Although the 
gold and dollar hoidings of countries 
other than the U.S.A. have risen to 
some extent since 1938, the increase 
has not been in proportion to the 
expansion in world trade. and their 
value in real terms has been reduced 
inflation. 

The attainment of any particular 
level or ratio of reserves is not by 
itself a guarantee against balance of 
payments nevertheless, a 
more adequate cushion against dis- 
turbances is clearly desirable so that 
more time may be available to make 
the necessary adjustments. 

\dequate reserves are now all the 
more important, since the disruption 
in the 1930’s of the private interna- 
tional short-term capital market, a 
disruption that has not been re- 


Crises, 


m Annual Report, 1952, International 


fo meeting at Mexico ( 


OF 


ity, September 9 


RESERVES 


paired. Instead of private capita 
movements helping to minimise th 
official reserves, in) many 
Whole burden of ad 
justment has had to be borne by 
central banks and = governments 
More difficulties also arise out of the 
lack of a private long-term interna 
tional capital market. 


use Of 
countries the 


Leads and Lags 
Britain’s gold and dollar holdings. 


after rising moderately to $3,867 
million at the end of June, 195] 
fell in the next four quarters by 
$2,182 million; at the end of June 
1952, they were $1,685 million. 
about the same as at the end of 
1949. In real terms, gold and dollar 


holdings were below 1949 level. 
This downward movement gives 
an exaggerated picture, however, of 
Britain’s real position. In the time 
of uncertainty there is an induce- 


Fund, Washington, 
1952 
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WORLD PAYMENTS OUTLOOK 


ent for British importers to accel- 
ate the dollar payments they had 

make ,and for the importers of 
British goods abroad to delay the 
‘itlement of their obligations. 

These changes in the timing of 


MEASURES FOR 


In some countries considerable 

ogress has been made in recent 
months in the fight against inflation. 
Uncontrolled inflation has not yet 
together ceased to be a danger, but 
the threat today is generally not so 
reat as it Was a year ago. Even, 

»wever, Where internal stability has 
been temporarily attained, — the 
measures taken have often been in- 
suficient to ensure that it will be 
permanent. The main test of stab:]- 
sation policy will come when re- 


armament spending reaches _ its 
maximum. 
Interest rates have been raised, 


and quantitative and qualitative con- 
's over credit have been more ex- 
nsively applied. Fiscal policy has 
iso been adapted in some countries 
vith a view to checking inflation 
Some direct controls, which were re- 
laxed before June, 1950, were im- 
dosed. The movement toward 
lirect. controls is not widespread, 
however, and recent extensions have 
iifected mainly raw material alloca- 
ns, foreign trade, and wages 
Among the fiscal measures adop- 
ted in 1951, the reduction of sub- 
sidies On consumption in countries 
such as India, the Netherlands, and 
the United Kingdom is noteworthy 
[he immediate anti-inflationary sig- 
ficance of these decisions has 
sometimes been small, because of 
sounterbalancing tax concessions 
and the wage adjustments that might 
he made. Nevertheless they are 


BRIGHTER SI] 


payments, the so-called “leads and 
lags.” were an important factor in 
reducing reserves. Any such short 
term movements must be taken into 
account when interpreting the re- 
verse development in the reserves 


STABILISATION 


significant as a move toward the 
restoration of an effectively working 
price mechanism. 

The central problem of inflation 
is to persuade people to accept the 
inevitable cuts in real consumption 
and in investment for civilian pro- 
duction. This requires that money 
Wages and money profits should not 
be increased in an effort to compen- 
sate for higher taxation or higher 
materials and 


costs Ol consumer 


goods. To realise this demands 
high standards of pubiic respons 
bility 


DISCOUNT RATES IN 
SELECTED COUNTRIES 


Mid- April 


19580. 1952 
Canada ES 2.0 
U.S.A. io A 
Austria 5 5.0 
Denmark 6 ih 5.0 
France a 4.0 
W. Germany 4.0) 6.0 
Sweden Pes 3.0 
ts Sa 2.0 40) 
S. Africa 3.5 4.0 
India 3.0 3.5 
Japan 5.1 5.8 
Bolivia S.0 6.0 
Chile 6.0 8.0 


Some of the more significant tn- 
creases in discount rates are shown 
on an accompanying table In 
Beigium the rate was tirst raised to 








~ 


3.75 per cent, but later reduced to 
the pre-Korean level of 3.25 per 
cent. In Finland, after an increase 
io 7.75 per cent. the rate returned to 
S.75 per cent. Holland's rate, after 
being raised from 2.5 per cent to 4 
per cent, was later reduced to 3.5 
per cent. 

In Yugoslavia, where interest rates 
formerly played only a nominal! role 
n the economy, the National Bank 
has established a series of rates 
around 4.5 per cent as part of the 
reorganisation of the new * market ” 
economy there. Rates in /taly, Nor- 
wav and Swuitzeriand have not been 
changed (4, 2.5 and 1.5 per cent re- 
spectively). 

Long-Term Rates 

In addition, several countries have 
lowed long-term rates on govern- 
ment bonds to fluctuate more freely 
Even where support for these bonds 
has not been completely abandoned, 
there been an “orderly with- 
lrawal” from the market. and rates 
have increased. 

During the 
April. 1952, 
government 
about 4 


a 


has 


two years ending 
the vield on long-term 
honds increased by 
S per cent in India and 
Canada, 2/3 per cent in New Zea- 
land and Australia, } per cent in 
the U.K. and S. Africa. 2/5 per cent 
the U.S.A. and Holland, and 
rer cent in Sweden 
The general effect of restrictive 
credit policies has been to curtail 
speculative investment, mainly in in- 
ventories. and to d’ssipate inflation- 


+ 


TRANSACTIONS 


Four couniries purchased USS. 
dotlars for their local currencies dur- 
ing the 1951-52 vear. They were: 
Iran ($8{ million), Brazil ($373 mil- 
lion), Australia ($30 milion) and 


Paraguay ($875,090). 


ECONOMIC 





DIGEST 


ary expectations. Once these obje 

tives are achieved, it may be pos- 
sible to relax credit restrictions to 
some extent. The tendency toward 
easing credit in order to meet the 
changing requirements of the situa 
tion 1s already evident in some coun- 
tries, particularly in the U.S.A. and 
Canada. 

Conclusion 

It is a melancholy fact that seve 
years after the end of the war the 
Fund has to report that internationa! 
payments are still far from having 
attained a state of balance. A basic 
reason for this persistence after pro 
duction has been restored is that 
certain countries —a large part of the 
world—-have followed policies aimed 
at achieving higher levels of con- 
sumption and investment than could 
be covered out of the real resources 
available. 

In this situation the use of ex- 
change restrictions and quantitative 
import controls, frequently of a dis- 
criminatory nature, has seemed in- 
evitab'e to many countries. Even 
where the long-term eects of such 
measures were clearly understood. 
the need for immediate action to 
deal with a critical situation has 
made it difficult to give adequate at- 
tention to them. In consequence, 
the treatment of exchange problems 
has ofien been symptomatic rather 
than radical: it has been aimed at 
the outward manifestations of hka!- 
ance of payments pressure rather 
than at its causes. 


OF THE FUND 


During the 


-ountries 


same period, five 
repurchased their local 
currencies back by paving in gold 


and dollars. They were Lebanon. 
Mexico. Norway. Holland and 
Chive. Chile and Norway paid 
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WORLD PAYMENTS OUTLOOK BRIGHTER eK 


dollars, Holland wholly 


iy in 


go'd 


Over the period of the Fund’s ex- 

snce (March, 1947, to April 30, 
952, the latest accounting date), 
wenty member countries have effec- 
ied transactions, equivalent to a 
total of U.S.$851.5 million. About 
S800 million has been repurchased. 

lhe Fund’s holdings of gold in- 
reased during the year from $1,495 
niliion to $1,531 million. $16 mil- 
mn in gold had been paid in on re- 
purchasing transactions, subscrip- 
ons of member countries had re- 
ulted in a net inflow of gold into 
he Fund, and service and interest 
harges in gold had also helped this 
Whenever a _ country’s 
“deposit” of its own currency ex- 
ceeds its quota, charges come into 
operation; these brought in $3 mil- 
lion, the highest total yet, because 
is the excess “deposit” persists, 


nerease. 


charges rise On a progressive scale. 


\nother charge arises out of a coun- 
iry’s altering its par value in relation 
to go'd. During the last accounting 
vear, Yugoslavia devalued its cur- 
reney «six-fo'd), and paid into the 


INFUATION—DEFLATION—LITIGATION- 


The annual report of the 
\ffairs Department, tells the story 
a goat. 


Ishamacai lives in Makomas village in the 


Northern Rhodesia. 
denomination 


into six new £1 i j 


Northern 


notes and turied them in a box under the floor 


fund an amount equal to the reduc- 
ton in the go!d value of its currency 
held by the Fund. 

Footnote: At the meeting of the 
Governors of the Fund in Mexico 


City in early September, the 
Brazilian member said: * The Fund 
has become more active. It ts not 


merely that the Fund has engaged in 
a number of transactions. It is 
rather that an attitude of mutual 
confidence is being established be- 
tween the Fund and its members. 
It is precisely now that the Fund 
has begun to do its job.” But differ- 
ences of opinion developed am ng 
the members as to whether th 
“regional groupings ” (E.P.U., Ste 
ling Area, etc.) fitted into the schem 
of things that the Fund stood for. 
Nevertheless, aid from the Fund to 
the European Payments Union is 
now an established practice, as 
shown by the $50 million * stand- 


by” credit for Belgium in June, 
1952. 
(With reference to the table of discount 


rates in the article, Western 
Germany has reduced her rate te 
5 per cent on May 29, and 4} per cent or 


Anueust 20) 


foregoing 


now 


AND NO KIDDING 
Native 
and 


Government 
six £1 notes, 


Rhodesian 
John Ishamacat!. 


Kalato district of 


remote 


Over a period of months he saved £6 in coins of small 
When they became unwieldy Ishamacai changed the money 


of his hut. 


During heavy rains he dug up the tox when the hut became damp and found 


that the notes were wet and badly camaged 
notes in the sun to dry outside his hut 


Ishamacai then spread the 
A neighbour’s goat passing the hut 


stopped to investigate and ate Ishamacat’s savings. 
Ishamacai demanded that the neightour summarily execute the goat 
When the neightour refused Ishamacai cut the animal’s throat and extracted 


from the stomach the masticated but undigested notes. 


These he took to 


Kalato post office and demanded six new £1 notes in exchange. 
The annual report does not state whether the authorities have yet re- 
funded the money, but Ishamacat’s goat-Fereaved neighbour complained to 


the Government authorities tn the 


Kalato 


area. He is reported to have 


begun proceedings against Ishamacai for the unauthorized slaughter of one 
healthy if inquisitive goat and to te claiming as damage six £1 notes. 


Thre Tivrns 5, London, Se ple orher 25 
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$1.412 Million Lent in Five Years 


THt Wor'd Bank made nineteen 
loans to sixteen countries for an 
amount equal to $298,600,000 in the 
fiscal year ending June 30, 1952. 
Phis brought the total of all Bank 
lending to $1.412 million involving 
twenty-seven countries. 

During the year, loans for agricul- 
tural development were made in 
Chile, Iceland, Nicaragua, Pakistan 
and Paraguay; for improved trans- 
port facilities in Brazil, the Nether- 
lands, Pakistan and Peru; for the 
production and distribution of elec- 
tric power in Colombia, Mexico and 


Southern Rhodesia; for irrigation 
and power in Turkey; and_ for 
power, industry and transport in 
Finland. 


A loan was made to Yugoslavia 
for projects in seven important seg- 
ments of the economy. Loans were 
made to Belgium and to the Belgian 
Congo to aid in carrying out the 
ten-year development plan for the 
Congo; and to Italy in support of 
its ten-year plan for Southern Italy. 

In all its five years of lending, the 
Bank made sixty-eight loans involv- 
ing some 250 projects whose total 
cost. amounts to more _ than 
£3.000,000,000. Geographically, 
these loans are distributed as fol- 
lows: 

Western Hemisphere, $329,000,000 
Europe, $202,000.000 

Asia and Middle East, $129.000,000 
Africa, $125,000,000 

Australia, $100,000,000 


During the past fiscal year, the 
Bank added to its resources by sell- 
ing its own bonds or borrowers’ ob- 
ligations by an amount equivalent 
to $200,000,000. Of this amount, 
$150,000,000 was obtained by sales 
of two bond issues in the United 
States. The Bank also sold its first 
bond offering in Switzerland, raising 
the equivalent of $11,600,000, and 
marketed its first bond issue i 
Canada, in the amount of $15,000, 
000 (Canadian). 


The number of loans granted by 
the Bank has been growing year by 
year. In the first fourteen months of 
its existence it made only six; in the 


following account years it made 
e'ght. twelve and eighteen loans 


respectively. 


Footnote: The Bank expects to 
float a new dollar-bond issue of be- 
tween $50 and $75 million before 
the end of 1952. At the meeting, 
the Siamese representative said: 
“My country particularly enjoys 
Mr. Black’s (the President’s) brand 
of interference.” The only gloomy 
aspect of the Bank’s future is the 
diminishing capacity of some coun- 
tries to service dollar loans—coun- 
tries in Europe in particular. Dis- 
cussion of the setting-up of an In- 
ternational Finance Corporation (see 
Economic Digest, October, 1952, 
p. 461) was generally favourable, 
and, from the under-developed 
country-members, enthusiastic. 


From Report of the International Bank for Reconstruction and Development 
to meeting at Mexico City, September 5, 1952 
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Exchange Rate Policies : 


J) 
AN 


Always Ten Years Late 


by ROGER DEHEM 


Now that post-war monetary events 


save led to the euthanasia of the 
International Monetary Fund, the 
time has come to reconsider the 


theory of exchange rate policy in the 
tht of the latest experience. 


Up to the Tripartite Agreement of 
between France, the United 
Kingdom and the United States, ex- 
change rate policies remained within 
the realm of national decisions. 
Despite their considerable interna- 
tional effects, these national decisions 
were not internationally integrated 
The external effects of these interna- 


1936 


tionally irresponsible behaviours 
were, however, such that every 
major decision induced retaliation 


or, at least, a readjustment of the 
policies of competing countries. The 
international scene was one of a 
competitive game. As the defla- 


tionary forces were predominant 
throughout the world, the national 
ecovery attempts had unfavourable 


balance-of-payments effects for those 
who undertook them. More em- 
ployment being universally preferred 
to a better allocation of the world 
resources, internationalism gave way 
to autarky. 


Early post-war monetary develop- 
ments may be characterised by (a) 
the inconsistency between national 
policies and sound international in- 
terdependence. and (b) the conse- 
quent international payments im- 
balances. 


F 
Policy 


Internazionale 


Rate 


From “ Exchange 


Fi ; ee 
Experience and 


Genoa, 


(a) The objectives and the means 
of implementation of national re- 
covery programmes were, in most 
Cases, inconsistent with optimum in- 
ternational trade and with external 
payments equilibrium. 

In spite of international agree- 
ments and resolutions, and under the 
cover of “ transitional permissions,” 
most national recovery programmes 
were autarchic in their aims and de- 
structive of international 
order in their implementation. 

The widespread recourse to direct 
or quantitative conirols over interna! 
and external transactions. made 
necessary by plethoric money sup- 
plies at artificial price levels, meant 
the quas!-breakdown of the interna- 
tional price-system. his implied 
that, in the absence of co-ordination 
of the direct contro!s—an impossible 
task—-the national economies were, 
in fact. far internationally in- 
tegraied than before the war. 


(b) After the First Wor'd War, 
the damage done to international in- 
terdependence by divergent domestic 
policies was greatly reduced by the 
adjustment mechanism of fluctuating 
exchanges that preserved the effec- 
tiveness of the international price 
system. This time, the frozen ex- 
change rates had no effective role. 
The divergencies of the national 
policies resulted, consequently, in 
more or less severe import restric- 
tions, and in a more or less rapid 
exhaustion of owned or borrowed 
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hard currency reserves by soft cur- 
reney countries. 


lo Peg or Not To Peg 

An exchange peg that Is con- 
sidered as permanent by the public 
has the advantage that attaches to 
any permanent price; it removes un- 
certainty. An element of security 
is conferred on forward transactions. 
Forward markets in currencies are 
superfluous. The financial cost of 
foreign trade is minimised, and 
financial incentives to increase world 
trade are maximised. 

However, if only minor balance- 
of-payments disequilibria are to be 
tolerated. then domestic policies 
have to adjust themselves to the ex- 


ternal payments accounts. Under 
a system of pegged exchanges, 


domestic stability is antithetic to 
payments equilibrium at fixed rates, 
when external conditions are not 
stable, and national disturbances 
spread internationally. 

But it is possible to have an ad- 
justable peg. If this peg is adjusted 
(after a time-lag) to correspond with 
payments imbalances of a certain 
size, then speculation is inevitably 
induced. The adjustments may 
therefore have to be larger than non- 
speculative movements would justify. 
This happened in France in 1927. 
and in some countries at the 1949 
devaluations. 

With an adjustable peg. the ad- 
vantages of certainty are lost, and 
foreign transactions involve risks. 
These, however, can be met through 
a forward exchange market—-at a 
cost. This cost is equal to an extra 
insurance premium, or increased 
transport costs. This tends to reduce 
the volume of international trade 
and investment. 

The disadvantages of flexible rates 
have become a commonplace. They 
create an clement of risk which dis- 
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courages trade; they involve constant 
shifts of labour and other resources 
between production for the home 
market and production for expor' 
the encouragement of speculatio: 
leads to overcorrections of 
ances, owing to anticipations. There 
is in addition the danger that natio! 

may rig the markets for selfish ad- 
vantages. 

But even if the cost of hedging to 
overcome the risks of fluctuating 
rates means a reduction in total 
trade, this reduction is marginal, and 
this cost must be placed alongside 
the costs of alternative policies 
Trade is cut in the least dis 
advantageous way in that the reduc- 
t'on affects the imports of commod: 
tres Whose home-producing costs ar 
iowest. and the exports of those 
commodities whose production costs 
in the exporting countries are high- 
est. The same cannot be said of 
alternative policies. 

Certainly fluctuating rates induce 
shifts of resources. But the con- 
tinuity of the adjustment process 
should be stressed, as against the 
discontinuity of the adjustment 
operated by abrupt peg changes 
When exchange rate changes are 
continuous, the adaptations of the 
economy occur at the margin 
Where they are least harmful. When 
sudden and deep changes are made 
by controlled peg adjustments, heavy 
distortions take place which may 
leave long-run effects. 

The argument that free exchanges 
encourage “harmful” speculation, 
whilst applying to ignorant specula- 
tion, does not apply to informed 
speculation. * Disequilibrating ~ 


speculation may be annoying to 


monetary authorities who sanctify 
the status quo, but it is beneficial to 
the public welfare in the long run 
Economic Digest, April. 1952. 
rage 168, for an article “In Defence 
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EXCHANGE R 


Speculators,” where this argument 
rried further). 

nclUSIONS 

Permanent stability of exchange 

tes is only feasible under cond!- 


ons that are no longer realised 


nount and distribution of exchange 
‘serves, flexibility of prices and 


vages, and the absence of any urge 


’ keep domestic economies stable 
In fact, in present conditions, ex- 


hange rate changes are likely to be 


frequent, inadequate, and perverse 


Experience has shown that mone- 


tary policy decisions have generally 


heen inadequate for the conditions 


they were designed to alleviate, 


‘ 


be- 
wise they were inspired by the con- 


litions of the previous decade. Poll- 


es In the 1920's were governed by 


pre-first-war principles; policies in 


le thirties were intended to obviate 


evils of the twenties; doctrines 


nd policies in the forties, namely 


the setting up of the 1.M.F., wer 


primarily inspired by the absurdities 


f the thirties. 


BRITAIN DELIVERS THE 
The chief buyer of 
in London. New York. 


on 


and 


ATE 


~ 


POLICIES 


‘A 


Bretton 


Lo 


The Woods Agreement 
was intended restore the benefits 
of international interdependence in 
a world of nations pursuing unco- 
ordinated domestic policies. It was 


based on the over-optimistic as- 
sumption that member countries 
would subordinate their whole 


domestic policies to the monetary 
objective of convertibility at stable 
rates. This has not happened. 

From the international point oi 
view, convertibility at a moving rate 
is preferable to inconvertibility at a 
stable rate. If the primary objective 
of the Internationa! Monetary Fund 
is to further sound internationa! iIn- 
terdependence, a policy of regulated 
flexible exchange rates would thus 
be the most appropriate, although 
the formidable political difficulties 
must be faced 

Footnote: At a meeting of the 
European Consultative Assembly on 
September 24, 1952, the Economics 
Affairs Committee expressed grave 
doubts whether the Bretton Woods 
Acreement cou'd any longer be ap- 
plied. A new world-wide monetary 
conference was called for 


GOODS—SOMETIMES LATE 
a large international concern, with buying agencies 
the Contineni. 


toid us today that at least 


39 per cent of its purchases tn this country, which runs into tens of millions 


of pounds, were Feing delivered later than promised. 


In New York it finds 


that it can get all but 15 per cent of its orders delivered on time, and on the 
Continent atout 26 per cent are delivered late. 
These purchases cover almost the whole range of British exports and 


concern something like four thousand suppliers in this country alone 


There 


has, of course, -een some improvement in the past three or four years. In 
1948, for example, only 50 per cent of goods Fought here were delivered 
on time, compared with 48 per cent on the Continent and S58 per cent in 


New York. 


gramme may have affected 


organisation finds that atout 2 
much as twelve monihs late 


per 


Since then British manufacturers, in spite of some improvement, 
t 
have lost Auch ground to Continental compctitors. 


The rearmament pro- 


British more than other European exporters, 
but only in the matter of contractual delivery dates. 
for delivering goods months later than they were promised 
cent of 


It is hardly an excuse 
This particular 


British goods are delivered as 


Manchester Guardian, October 10, 1952 
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New Books Reviewed 


Works and Buildings (History of the 

Second World War), by C. M. Kohan, 

H.M. Stationery Office and Longmans 
Green, London, 32s. 6d. 


When war reaches the stage at which 
material is of equal value with personnel, 
ind more difficult to organise, then the 
question of buildings in which to house 
the factories assumes equal importance 
with that of buildings in which to house 
troops. This volume of the War His- 
tories therefore deals as much with in- 
dustry as with the Service Departments. 
With a building force of about 800,000 
thought to be available, the Ministry of 
Works set itself the gigantic task of co- 
ordinating the construction of air-raid 
shelters, storage depots, hospitals, hos- 
tels. houses. camps, schools, aerodromes 

And not least of the duties was the 
salvaging of historic buildings and 
ancient monuments, on which there ts 
an all too short chapter in this book. 
As a whole, the volume is written 
primarily to unravel the complex system 
of direction and control in this sector 
of the war economy, but in doing so it 
brings to light many facets of the 
“civilian” side of the war—-for example. 
the effect on camp-building standards 
of the arrival of the American troops 
in Britain. For those who imagine (if 
any such be left) that war is still a 
matter of marshalling troops and pop- 
ping off guns, this Fook will be a salu- 
tary corrective. 


Orishestimmune der 
universalgeschichtliche Kulturkritik. 
Erster Band: Ursprung der Herrschaft. 
By Alexander Riistow. Eugene Rentsch 
Verlag, Erlenbach-Ziirich. Sw. Fr. 18. 


Gegenwart, Eine 


Professor Toynbee’s great interpreta- 
tion of history has made British readers 
familiar with a universal conception of 
historic processes. Although different in 
its approach, the present work has a 
similar field. Dr. Ristow. originally a 
philosopher, was engaged in the forma- 
tion of economic policies after the first 
World War, and left Germany after the 
advent of the Nazi régime to take up a 
professorship in Istanbul; he is now a 
professor in Heidelberg. The book. of 
which this is the first volume, was writ- 
ten during his sixteen years of exile as 
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an attempt at elucidating the causes 
the crisis of Western civilisation. 

To do so, the author goes back 
prehistoric times, and finds that 10. 
years ago the problem of power beca: 
acute for the first time when Asia! 
nomads were able to defeat and don 
nate settled farmers. This process 
conquest has since been repeated again 
and again, and was the condition for the 
settlement of high civilisations. In t! 
author’s view, the dilemma is that 1 
civilisation can develop without the e 
istence of a ruling class, and that su 
a ruling class is always faced with tl 
temptation to abuse its power. Tt 
thesis is supported by a detatled surve 
of political, social and economic trend 

The second volume is to show how 
the ideal of liberty arose in oppositi 
to abuse of power, and the third volun 
will be devoted to a critical analysis o! 
our own times. Professor Riistow’ 
views on present-day problems ar 
largely identical with the “ neo-liberal 
attitude of Professor ROpke. 


UNITED NATIONS 
PUBLICATIONS 


Yearbook of Food and Agricultural] 
Statistics 1951. Part I: Production 
Part Il: Trade. FAO, Rome, 1952. Each 
part 17s. 6d. For the fith time the FAO 
Yearbook makes its appearance. — Like 
its pre-war predecessor, the Yearbook oj 
the International Institute of Agriculture 
it ts the most comprehensive collection 
of tnternational agricultural statistics, th 
present volumes bringing the data up t 
1950. New tables include copra produc 
tion data, and, of particular interest 
trade in wheat by crop years including 
1950/51. 


International Tax Agreements, Vol 
Ill: World Guide to International Tax 
Agreements 1943-1951. United Nations 
New York. 1952. Price $4.00. 


Recent Developments and Trends in 
Iron and Steel Technology (Document 
E/ECE0147. ECE, Geneva, July 1952 


Annual Report, International 
tary Fund, Washington, D. C. 


Mone 


Commodity Report: Cocoa Situation 
FAO, Rome. July 1952 


Report No. 3. 
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lrems in this Section are kept for one 
at the offices of Lconomic Digest. 
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ckers, to 18 South Street, London, 
or telephone GROsvenor 458] 


tOOD AND AGRICULTURE ORGA- 
NiSATION: Catalogue of Putlications, 
145-1951. Rome, April, 1952. Includes 
ications of the former International 
titute of Agriculture, 1910-1946 (144) 


BROADCASTING: Some  Unprofes- 
ial Notes on Broadcasting in Austra- 
ty Professor Crocker (Australian 
National University). Australian Quar 
teriy, Sydney, June, 1952 (145). Strong 
ticism of Australian broadcasting. and 
ymparisons with other countries. 


PRICE POLICY: The Price Policy of 
e National Coal Board, by S. R. Den- 
ison. Lloyds Bank Review, London, 
October, 1952. An examination of the 
Board’s reports which shows that the 
difficulties of monopoly pricing have not 
teen solved yet (180). 


BRITISH FILMS: First Enquiry Into 
British Film Producers’ Earnings. Board 
Trade Journal, August 30, 1952. In- 
ides statistics of the film industry in 
Britain, 1949-1952 (181) 
Current Econo- 
Mutual Security 
Bulletin, Septemter, 
clear charts on all 


WESTERN EUROPE: 
mic Developments. 
Monthly 
A series of 

ispects (182). 


Agency 


gsr 


WHISKY TRADE: Scotch Whisky. by 
Philip Gee. Three Banks Review, Lon- 
don, September, 1952. Description of 
production, home consumption, and the 
far-from-easy export trade (183). 


AUSTRALIA: The Beef Cattle Indus- 
try of Australia, by W. A. Beattie. 
Journal of the Australian Institute of 
Agricultural Science, June, 1952. There 
are doubts whether Australia will te 
ible to supply enough beef even to cover 
ts domestic needs (184). 


519 


INDIA’S FOOD: Report of the Grow- 
More-Food Enquiry Committee. Reserve 
Bank of India Bulletin, Bombay, August, 


1952. When Burma and Pakistan be- 
came separate countries, India’s food 
position was worsened in some ways. 


The Grow-More-Food Campaign was tn- 
cepted to channel Government funds into 
her agricultural industry, and in Febru- 
ary, 1952, a Committee was appointed 
to discover whether the Campaign was 
185). 


a2 success 


GERMANY: Germany’s Investment 
Needs. The Times Review of Industry 
London. October, 1952. Although a late 


starter im the race for recovery, Ger- 
many has progressed enormously. Has 
she come up against a barrier in her 


lack of capital now? (186). 


UNDER-DEVELOPED COUNTRIES 
The Measurement of Real National In- 
comes of Under-Developed Countries, by 
Colin Clark. Review of Economic Pro- 
gress, Brisbane, February-March, 1982. 
An examination of how to measure real 
poverty, for Mr. Clark's International 
Unit does not work so well at low in- 
comes. He therefore uses an “ Oriental 
Unit” to allow for the different scale of 
valuations in the East (187). 


URUGUAY: Economic and Financial 
Activity in Uruguay, by Luis Zaffaroni 
Review of the Faculty of Economics. 
Montevideo University, April, 1952. This 
article is in Spanish, and is a thorough 
survey of the economy; it includes some 
select tables of economic indices for 
1940-1950 (188). 


CANADA-U.S. RELATIONS: The In- 
ternational Joint Commission. Commer- 
cial Letter, Canadian Bank of Commerce, 
Toronto, August. 1952. North America 
has a 3,000-mile undefended international 
toundary; but friendly relations across 
it don’t just happen—they must te kept 
in repair. Since 1907 it has been the 
job of the International Joint Commis- 
sion to do the repair work (189). 


NORTHERN IRELAND: The Location 
of Industry in Northern Ireland, by Wil- 
fred Smith. Address to Section E of the 
British Association. September 8, 1952 
(190). 
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Also Worth Reading 


Report on Currency and Finance for the Year 1951-52, Reserve Bank of In 
Bombay, 1952. A complete description, illustrated with tables, charts and m: E 
of the latest developments in India’s struggle to master its almost overwheln 
problems. 

Retail Trading To-day, by H. G. Hopper, National Provincial Bank Review, Lond: 
f{uvust, 1952. Sterner times are here for the retailer; but not as stern as all th 
Evidence of real hardship is absent, and in any case a comparison with 19 
a fairer comparison than with 1951) shows that retail trade to-day is neitl 
buoyant nor stagnant. Buyers are more discriminating, and the better reta 
welcomes this. 

Rootless and Homeless, Fconomist, London, August 30, 1952. The century of 
common man ts also the century of the displaced person. This article descrit 
the plight of the “hard core” of retugees left in Europe now that host countr 
have skimmed off the best “ paying guests.” The conclusion teached is th \ 
integrauon and not migration, is the answer Hope for the refugees lies 
Europe itself, where attention must now be given to making it possible for them | 
to play a part in the economic life of the country they are in. 

Stuusties of Gambling, Statistics of Advertising, and Statistics of British Insuran 
Journal of the Roval Statistical Society, London, Series A, Vol. CXV, Part 1 
1952. Three excellent descriptive articles in the continuing series of specific fick 
investigated by members of the Society. The article on gambling includes 
irresistible disquisition on the mathematics of winning in football pools. 1 
article on advertising is a short symposium of available estimates. The artic 
on insurance is a wery thorough guide to sources of statistics, an invaluable a 
to students of this field. 

Competition in Fuel, Economist, London, September 13, 1952. Includes a mos 
Interesting table of estimated real costs of space-heating in a new house 
peak load, electricity costs nearly 4$d. an hour, a gas-fire 2.36d.. improve 
coke-stove Id... and the old stool-Fottomed coal-grate 2.35d. 

Poverty (Ten Years After Beveridge). No. 344: France (Reconstruction and Invest 
ment), No. 345: Technical Assistance (1 Agencies and Programmes). No. 34¢ 
PLELP., London, 1952. Three recent pamphlets which bring together the lates 
informauon on these diverse subjects. On poverty. the writers reject th 

Rowntree-Lavers definition of the subsistence standard in their recent work 
there can te no atsolute standard. On France. they summarise the financk 
institutions used in the rebuilding of the economy. On Technical Assistance 








a 
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they fit together the jig-saw puzzle of agencies used by the U.K., the U.S.A AYO 
and the U.N. to assist under-developed countries. ’ 
Southern Rhodesia’s Smal! Gold Producers. Mining Journal, London, September 19 Pel 
1952. Some 60 of all gold, and 50 of all asbestos. mined in Souther: 
Rhodesia is brought up by small-workers; but rising costs threaten to kill thes Nini 


interesting and hard-working people oft 

Developing Uganda’s Mineral Resources, Mining Journal, London, September 2 
1952. The sixteenth and last of the series entitled “ Colonial Minerals Develop \d 
ment ~ which Fegan in the issue of the Mining Journal dated December 21. 1951 
A most valuable collection of facts. 

The Origins of Resale Price Maintenance, by B. S. YAMey, Economic Journal, Lon 


don, September 1952. The author has culled from the journals of Britain’ 
grocery and chemists’ trade the early battles between the price-cutters and price 
maintainers, in the last two decades of the last century. The conclusions ar 
nteresting: | That the price-cutters were not ephemeral intruders but sub 
Stuntial firms, many of them still tn business today. 2. It was originally 


retailers’ movement; manutacturers had sometimes to Fe brought into mainten 
ance schemes by threats. 3. There is no evidence that consumers were injure 
by the competition prevailing Fefore maintenance prevailed. 

Incentives in the Building Industry. by V. L. ALLEN, Economic Journal, London 
September 1982. This article is written by a bricklaver, and is a valuable study 
from the inside of an industry which ts a notorious laggard in productivity. 
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